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US acquisitions 

Risky route for 
non-US companies 

Pater Marlin, Page 8 
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Stem cell therapy Israeli politics 

Purification 
clears the way 


Religious ultras 
flex their muscles 


Technology, Page 6 


Page 4 


Samsung in talks 
to buy Fokker 
Aircraft company 

South Korean conglomerate Samgnrtg has 
re-opened negotiations to bny the Dutch Fokker 
Aircraft manufac turing company. The taTira due 
to be concluded within the next two months, 
may be the last chance far Fokker’s manu fa ct ur- 
ing p lan t following the collapse of its parent 
company earlier this year. Page 10 and Lex 

PofyGram, the Dutch enter tainment group, is 
expanding its music interests by talcing control 
of one of the UK’s largest independent record 
labels. Go! Discs. 

Branson hotel plans questioned: British 
e n tre pr e n eur Ri char d Branson’s plane to 
develop a £20m ($3L2m) M’acHtffr - ranaaw luxury 
hotel has hit an unexpected problem over plan- 
ning permission from a Spanish village council. 
Page 10 

IIS losses cut Volvo profits: Volvo 
reported a 28 per cent fall in profits to SKr&SShn 
($584m) in the first half of the year after losses 
In its US truck operations. Page 11 

Arco signs $3J5bn ofl deal: US oil 

company Atlantic Richfield signed a $3.5bn 
agreement with Corpoven, a subsidiary of state- 
owned Petrfifeos de Venezuela, to develop an 
extra-heavy crude oil field in eastern Venezuela. 
Page 4 

Deng turns 92: Chinese leader Deng 
Xiaoping, who not been sighted in public since 
early 1994. is 92 today. Rumours about his deter- 
iorating condition have circulated periodically, 
but his children say he is in reasonable health 
for his age. Page 5; Lex, Page 10 

Em er ge n cy fund for Arg e nti ne banks: 

Argentina's central bank is drawing up plans 
for a $3bn emergency fund to help local banks 
combat liquidity problems in case the shock 
that rocked the financial system early last year 
is repeated. Page 3 

Cambodian negotiations stall: 

Negotiations between the Cambodian govern- 
ment and a breakaway faction of the Khmer 
Rouge guerrilla group have stalled over a rebel 
request that a farmer deputy of Pol Pot be 
allowed to participate in the country's 1996 ' 
national elections. Page 5 - 

CS Holding, Switzerland's second biggest 
banking group, disappointed the stock market 
with a 20 per cent rise in its first-half net 
income to SFr83Qm (J687.5m). page 11 

Apse agrees to travel “smart cards*: 

AshuPacifio Economic Co-operation members. . . 
agreed to a plan to introduce travel “'smart 
cards” for businessmen; which could in some 
cases replace visas and speed up passage 
between the 18 Apec countries. Page 4 

Japanese drug company raided: . 

Japanese prosecutors raided the offices of 
Osaka-based drugs company (been Gross on 
suspicion of professional negligence in connec- 
tion with the company's sale of HXV-t a i n te d 
blood products. Page 5 

New cattle feed may ««• $1I» « yean 

Finnish group Raisio claims it has discovered a 
new dairy cattle feed which could cut feed costs 
by more than $lbn an year if adopted in the 
European Union. Page 10 

Isiiai and Honda rejected claims by a US 
consumers' group that the Japanese carmakers' 
sport utility vehicles were liable to roll over and 
should be recalled. The companies said they 
would review the group’s tests. Page 4 

Rwandan refugees flee over border 



Rwandan Hutu refugees, forced to leave 
Burundi, register before boarding trucks to 
cross the border to Rwanda. Up to 4,000 Rwan- 
dan Hutu refugees abandoned their camp in 
northern Burundi in the biggest movement back 
to their ho meland since they fled in 1994. 


FT-eom: the FT web site provides online news, 

comment and analysis at http://wwwJT.com 
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Security chief agrees ceasefire with Cheche 

Lebed tries to sto 



Thousands trapped in capital 

rozny attack 


By John Thornhffl in Moscow 

Russian forces were last night 
poised for an all-out assault on 
rebel Chechen positions in the 
regional capital of Grozny 
today, but pressure was grow- 
ing on the Russian mil i t ar y to 
hold their fire. 

After talks with the rebels, 
Mr Alexander Lebed. Russia's 
national security chief, said 
last night he had agreed a new 
ceasefire and would “see to it” 
that the military went along 
with it. Appeals to avert blood- 
shed also came from US Presi- 
dent Bill Clinton and other for- 


eign leaders, as well as human 
rights activists and trapped 
civilians. 

A Russian military ultima- 
tum to Chechen forces to quit 
the city is due to expire early 
today. But Mr Lebed said the 
threat to resume bombing 
Grozny today was "a bad 
joke”. 

At the end of his talks with 
rebels, be said be was going 
immediately to army head- 
quarters near Grozny “to see 
to it that things will be quiet 
tomorrow”. He would resume 
negotiations with the rebels 
today on implementing the 


ceasefire and “separating the 
warring sides". 

But Russia’s military leader- 
ship appeared split over the 
use of force, and local com- 
manders yesterday already 
began stepping up artillery 
bombardments and air attacks 
on Grozny. 

General Vyacheslav Tikhom- 
irov. who has returned from 
holiday to take command of 
Russian forces in Chechnya, 
indicated earlier yesterday 
that he would attack Chechen 
positions today. 

However, General Igor 
Rodionov, the defence minis- 


ter, rebuked another Russian 
field commander for issuing 
the ultimatum to the Chechens 
in the first place and said be 
was hopeful the crisis could be 
resolved peacefully. 

With the military decision 
on a knife-edge. President 
Boris Yeltsin's health and pre- 
cise whereabouts remained a 
mystery, although presidential 
aides said he would return to 
the Kremlin today. 

The presidential press ser- 
vice said Mr Yeltsin was relax- 
ing in the Valdai region, near 
Moscow, and continued to 
deny persistent rumours that 


he has had a recurrence of 
heart problems. 

Mr Sergei Kovalyev. Russia's 
leading human rights cam- 
paigner. said Mr Yeltsin's deci- 
sion to take a holiday was 
"monstrously irresponsible” at 
such a critical time. 

Many Russian parliamentar- 
ians expressed alarm about the 
situation in Chechnya and 
there were calls for federal 
farces to pull out of the region. 

Mr Boris Gromov, the parlia- 
mentary deputy and former 
genera] who commanded the 
Soviet retreat from Afghan- 
istan. urged Mr Yeltsin to 


withdraw all federal troops 
from Chechnya and hold demo- 
cratic elections. 

The International Committee 
of the Red Cross urged the 
Russian army to extend its 
ultimatum. It estimates 120,1100 
civilians remain in Grozny 
Another 180,000 have fled the 
city, causing a severe refugee 
problem. 

President Clinton yesterday 
wrote to Mr Yeltsin urging 
him to end the “cycle of vio- 
lence” which he said was 
endangering civilian lives. 

Moscow's bis guns. Page 2 


Rival accuses 
Microsoft in 
software battle 


By Paul Taylor In London 
and Tom Fbremsld 
in San Francisco 

Netscape Communications, the 
California company which pio- 
neered the software for using 
the Internet’s World Wide 
Web, has asked the US Justice 
Depar tment to take immediate 
action against its arch rival 
Microsoft, which if accuses of 
“far-reaching anti-competitive 
behaviour.” 

The demand comes as Micro- 
soft, the world's largest soft- 
ware company, and Netscape 
are locked in a fierce battle to 
decide which company will 
dominate the market for 
“browsereT - personal . com- 
puter saftwtore.usefi to retrieve 
Information : from the World 
Wide Web. 

Both ' companies have 
released new versions of their 
browser software in the last 10 
days. Netscape Navigator is 
currently the most popular 
browser, but Microsoft's Inter- 
net Explorer 3.0 is beginning 
to catch up. 

Netscape's charges come at a 
time when its shares have 
fallen sharply to around $40 
from the $75 peak reached 
shortly after its launch on the 
Nasdaq stock market a year 
ago. Many investors fear that 
Microsoft's strategy could 
stunt Netscape's growth. 

Netscape alleges that Micro- 
soft has made written offers to 
computer makers, Internet ser- 
vice providers, systems inte- 
grators and large corporations 
offering ‘‘clandestine side pay- 
ments. discounts on the Micro- 
soft desktop operating system 
[Windows] or payments in the 
form of “real estate' [space] on 
the Windows 95 screen.” It 


niafma tha t, such inducements 
were offered on the condition 
that the parties involved 
would “ mak e competitors’ 
b r owsers far less accessible to 
users than Microsoft's own 
browser.” 

The allegations are con- 
tained in an eight-page letter 
sent to the Justice Department 
by Mr Gary Refaack, an attor- 
ney representing Netscape. 
They mark a sharp escalation 
in the battle of words between 
the two companies, and are 
the latest In a string of allega- 
tions of anti-competitive 
behaviour by Microsoft. 

The Justice Department 
refused to comment on the let- 
-tez.jor any possible action it. 
might take. Microsoft yester- 
day dismissed the Netscape 
fetter, which It said “appears 
to be full of wild and unsub- 
stantiated state m ents." 

The company added: “It 
looks to us like a marketing 
document masquerading as a 
legal document. Netscape must 
be feeling the competitive pres- 
sure." 

Earlier this month, Microsoft 
alleged that Netscape had 
made it difficult for users of 
Internet Explorer to gain 
access to parts of the Netscape 
web site, one of the most popu- 
lar web sites on the Internet 

Two years ago Microsoft set- 
tled antitrust charges by 
agreeing to halt a discounting 
practice that discouraged PC 
makers from installing the 
operating systems of other 
software makers Into their 
machines. 

Mr Reback urged the Justice 
Department to Investigate 
Microsoft “swiftly.” 

Lex, Page 10 



Telekom offers 
free shares lure 
to shy Germans 


By Michael Undemann 
in Bonn 

Deutsche Telekom, the 
state-owned telecoms group, 
yesterday unveiled incentives, 
including free shares and dis- 
counts, in an attempt to 
attract up to 2m individual 
investors to its DMi5bn 
($10.1bn) partial privatisation 
share offering in November. 

Tbe group said the incen- 
tives, which include an offer 
of one free share for every 10 
held for three years, were 
designed to help break down 
Germans' traditional wariness 
about equities. Only 5 per cent 
of German individuals hold 
shares. 

The German government 
plans to sell a fifth of the com- 
pany through the issue of new 
shares. 

About 40 per cent of the 
Issue - the biggest ever in 
Germany - would be allocated 
to individuals and the remain- 
der to domestic and interna- 
tional institutional investors. 

“In our preparations for the 
share issue, we have deliber- 
ately opted for new methods," 
Mr Joachim KrOske, finance 
director, said. “The private 
investor in Germany is the 
focus of our attention.” 

In line with other big inter- 
national share issues, retail 


investors would be offered a 
discount of between I and 5 
per cent on purchases of the 
shares, which are due to begin 
trading on November IS. 

Mr Kr&ske said he hoped the 
country's high street banks 
would waive some charges for 
share purchases to ensure the 
issue was a success. 

Dresdner. Germany’s second 
biggest bank, which is manag- 
ing the issue in Germany, will 
not charge the usual mini- 
mum fee of DM50 for share 
purchases. Instead, investors 
buying shares worth DM3,000 
will pay 1 per cent or DM30. 

The bank has also created a 
special savings account where 
investors will receive interest 
at 5 per cent until the end of 
this year on deposits of op to 
DM100,000 on condition that 
the money is used to purchase 
Deutsche Telekom shares. 

German retail investors and 
foreign investors who have a 
bank account in Germany 
would qualify for the incen- 
tives. They must buy between 
100 and 300 shares, an invest- 
ment of between DM3.000 and 
DM10,000, which implies a 
price of just over DM30 per 
share. 

If tbe issue is oversub- 
scribed - as Deutsche Telekom 

Continued on Page 18 


Former South African 
president^ F.W. de Klerk yes- 
terday apologised for human 
rights abases committed dur- 
ing the apartheid era while 
giving evidence to the Truth 
and Reconciliation Commis- 
sion in Cape Town. He admit- 
ted previous National party 
leaders were deeply mistaken 
when they introduced apart- 
heid. Report, Page 4; Editorial 
Comment. Page 9 PUm: Router 


USAir seeks to challenge 
BA on transatlantic routes 


By Richard Tomkins 
in New York and 
WdEarn Lewis in London 

USAir, the US airline in which 
British Airways holds a 24.6 
per cent stake, yesterday 
stepped up its campaign to 
tear up its, alliance with BA by 
applying for permission to fly 
In direct competition with, the 
British carrier on transatlantic 
routes to London. 

It asked the US Department 
of Transportation far authority 
to start four transatlantic ser- 
vices to London’s Heathrow 
airport from Boston. Charlotte, 
Philadelphia and Pittsburgh - 
all routes currently served by 
BA under its code-sharing 
agreement with USAir. 

USAir is seeking the author- 
ity following proposals by BA 
and American Airlines to form 
a “mega-alliance" that would 
H /wrirml a the marke t. 
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“In its current farm, the new 
BA/AA alliance is fundamen- 
tally inconsistent with contin- 
ued development of the British 

Airways/USAir alliance," 

USAir’s filing said. “USAir is, 

therefore, determined to pur- 
sue an independent course as a 
vigorous transatlantic compet- 
itor.” 

Three weeks ago. USAir filed 
suit in a US federal court seek- 
ing to terminate its links with 
BA, saying the partnership 
had been undermined by BA’s 
. proposed alliance with Ameri- 
can Airlines. The suit is cur- 
rently awaiting a response 
from BA am! American. 

BA said USAiris applications 
showed the validity of the 
BA-AA alliance as “it would 
increase competition from 
which the consumer can only 
benefit". 

Sources dose to USAir said 
that Mi* Stephen Wolf. USAir's 


CONTENTS 


new chairman and chief execu- 
tive. offered to meet Mr Robert 
Ayling. BA’s chief executive, 
in an effort to thrash out a 
solution to their differences. 
However. Mr Ay ling is said to 
have demanded that USAir’s 
suit be dropped before any dis- 
cussions take place, a condi- 
tion USAir has rejected. 

If the application is granted, 
it will present a severe compet- 
itive threat to BA an its routes 
between London and the four 
US cities. 

At present, BA operates two 
round trips a day from London 
Heathrow to Boston, two a day 
from Heathrow to Philadel- 
phia, one a day from London 
Gatwick to Pittsburgh and one 
a day from Gatwick to Char- 
lotte. 

American Airlines operates 
two round trips a day from 


Continued on Page 10 


UK. 


MLCVpMcra. 


.14,16 Commod ates 18 

.12.13 FT Actuate 34 

_1B FT/SP-A WH mdcss — 28 

ChmIiWI 1 7 

Gold Mnrtaaa IB 

HL’Bond Santee 16 


Managed Fun* __ 18-21 


Money mwkks 17 

Ehm Honradon * 

»M 



Wrl Siiaat 

_253 


BaunM . 


-2SJ2B 


TTFF. FINANCIAL TIMES LIMITED 1996 No 33.068 


UMBON 'LEEDS 'NUBS -FBMKFUBT ■CTOttMailMI ‘MOOm 


Y0BX >IJDS MBHES -TOKYO -B0N8 KMfi 


CONSISTENT 

OUTPERFORMANCE 


WHITTING DALE - TOP STERLING FUND MANAGER 

Aw wp i Cron Return by Fund Manager In tha low risk gro up 


> tan vtw 1 « m 1I.IZ.M 



tea 


wrat anpllll e □ Competing Fund Mana^rr, 


Soma r fci ii iM i P ufannm Wtatu Ud 


WHITTINGDALE 

MANAGING £i.5bn INSURANCE FUNDS 

Whiomgdale has been ranked the top sterling fond manager over 5 years for 
both low and medium risk foods - the two categories measured by Meridian's 
independent Investment Performance Survey. 

We have been offering tailor-made investment services to insurance companies 
since 1977. If you would like to discuss how our investment strategies could 
benefit your business, please call Lionel Hoare on 0171 623 2444. 
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NEWS: EUROPE. 



Simitis set to call early Greek poll 


By Kerin Hope in Athens 




Costas Simitis, pictured at his swearing-in last January, is 
under pressure to capitalise ou his popularity mw 


Greece's Socialist prime 
minister. Mr Costas Simitis. 
is expected today or tomor- 
row to call an early general 
election, against a back- 
ground of communal tension 
in Cyprus and mounting 
problems over the prepara- 
tion of next year's budget. 

The Athens stock market 
jumped 2.3 per cent this 
week on news that an elec- 
tion was imminent - Mr 
Simitis is expected to set a 
date in late September. Ana- 
lysts said a snap poll would 
clear the way for structural 
reforms, including radical 
spending cuts which the 
Socialists accept in principle 
but have been reluctant to 
implement 


The governing Panhellenic 
Socialist Movement's term 
does not run out until 
autumn next year, but 'the 
prime minister has been. 
under pressure to make the 
most of his unusually high 
approval rating - more than 
70 per cent last month - to 
call an early election. 

The conservative New 
Democracy party is in such 
disarray that prominent 
Greek businessmen say they 
are ready to break ranks and 
vote for Paaok. New Democ- 
racy’s leader, Mr Miltiades 
Evert, lags far behind Mr 
Simitis in the opinion polls 
and appears less popular 
with conservative voters 
than half-a-dozen other per- 
sonalities in his party. 

However, opinion polls 


Save shown a majority 
against an early early , elec- 
tion and Mr Simltis's ’prior- ■ 
ity 1 since ta k i ng , ovtfr the 
Pasok leadership in June has 
been to restructure the party 
to reflect his social democrat 
policies, while sidelining 
supporters of his defeated 
rivals for the party leader- 
ship. 

The prime ' minister 
changed his mind after- last 
week’s clashes in Cyprus, in 
which two Greek Cypriot 
demonstrators' were killed, 
one by 1 a member of a Turk- 
ish nationalist group. The 
violent flare-up underlined 
Greece's difficulties in con- 
structing a better relation- • 
ship with Turkey. 

"There were sound argu- 
ments from the finance and 


economy mtolstries &jr hav- 
ing the election how," said a 
Socialist official. '"But the 
Cyprus affair tipped the bal- 
ance. A strong new mandate 
would help in ' what’s obvi- 
ously going to be a rough 
ride wtth the Turks.” 

Mr Simitis has to contend 
with Greek nationalist feel- 
Ingd -that cut across party 
boundaries. He was sharply 
criticised by Pasofc’s hard- 
line ! faction in January for 
accepting U? mediation in a 
confrontation with Turkey 
over two islets in the eastern 
Aegean. ' 

The incident spawned a 
new and potentially explo- 
sive' dispute with Turkey 
concerning sovereignty over 
dozens of small Aegean 
tal a n dp which had been con- 


sidered Greek since the 
break-up of the Ottoman 
Empire, 

On the economic front, 
meeting next year's budget 
targets will be crucial to 
Greece’s chances of joining 
the proposed single Euro- 
pean currency at the ana of 

the decade. Growth is proj- 
ected to exceed 2J5 per cent 
of gross domestic product 
this year, led by substantial 
private-sector investment. 

But inflation, at 8.6 per 
cent last month against a 
year-end target of 7-5 per 
cent, remains stubbornly 
high. Interest rates cm gov- 
ernment debt are coming 
down more slowly t h an fore- 
cast, making it harder to 
roach this year's target of 
cutting the general govern- 


ment deficit to 7.4 per cent of 
gross domestic product. 

year It will be neces- 
sary to cut inflation to 5 per 

SS and the deficit to 4.2 per 

cent of GDP. This can on^ 
bedone through determined 
efforts to reduce spending, 
which Is likely to provoke 
strong opposition from 
Greece's powerful public-sec- 
tor unions- 

Mr Yannas Papantoniou. 
economy minister, wants to 
pass legislation to abolish 
outdated public-sector organ- 
Sations. cap local govern- 
ment spending and ensure 
only one new civil servant is 
hired far every three who 

retire. It would take a new 
government, his advisere 

lim to push through such 
measures. 


Richard Branson’s designs on a Majorcan village have run into trouble, writes David White [ European news d igest 


Banyalbufar defends its Virgin territory 


T be mouse meets the lion. 
Banyalbufar. a quiet, 
unspoilt village of 500 peo- 
ple. has come face to face with the 
£2bn-a-year Virgin business 
empire of Mr Richard Branson. 

Mr Branson's name is on every- 
body's lips in the village, where 
his plans for an ultra-exclusive, 
£400-a -night hotel are viewed 
with a mix of excitement and 
jitters. 

On its steeply terraced moun- 
tainside overlooking the Mediter- 
ranean, Banyalbufar currently 
boasts three small hotels and one 
policeman. In winter the popula- 
tion shrinks to 200. Hie residents, 
whose ancestors faced the constant 
danger of pirate attacks - they 
built watch towers and made their 
homes safely back from the 
seafront - are equally wary of the 


buccaneering Mr Branson. 

To provide a setting for his 
dream. Mr Branson has bought 
three miles of coast to the east of 
the village. The Son Bunyola 
estate, with its secluded, disused 
manor house, covers some 600 
acres, but local authorities say an 
adjacent plot bought by Branson, 
companies brings the total to 
nearer 900 acres, between a fifth 
and a quarter of the total area of 
the borough. 

Prospects for the Virgin plan- 
ners changed last summer when 
voters ejected the conservative 
Popular party from the majority 
in the seven-member council. In 
came a party called Independents 
per Banyalbufar - Majorcan- 
nationalist, leftwing and ecology- 
minded. 

Mayor Antoni Mora, who runs a 


bar curiously called Cas Batle 
Negre (the local Catalan for House 
of the Black Mayor) does not 
object to the hotel, although he 
says he has received only a prelim- 
inary study from Virgin. 

“It’s good. We like it- It’s an 
Important investment that can 
change the way of life of people in 
the village, especially young peo- 
ple." It promises dozens of jobs. 

Bnt neither he nor, apparently, 
most of the villagers, already 
uneasy at the growing number of 
German property-owners, are 
happy about new houses being 
built In the woods of the estate. 
Majorcans can be pretty astute 
when it comes to business, and 
they question Virgin’s argument 
that the viability of the hotel 
really hangs on the houses. 

If it is a bluff, tbe council seems 


ready to call it. It is keen to set the 
pace for other parts of the island 
that have survived the construc- 
tion boom brought about by mass 
tourism and are intent an preserv- 
ing what Is left. 

With 7m visitors a year, 10 times 
their own population, Majorca and 
the other Balearic Islands depend 
more on tourism than any other 
region of Spain. Tourism generates 
some 58 per cent of their gross 
domestic product, and has made 
them (in per capita income) the 
richest part of the country. 

Virgin • is plotting farther 
inroads into this. business through 
Virgin Express, a recently- 
acquired Brussels-based airline 
doe to start scheduled services 
next month to Madrid from Rome 
and Copenhagen. It made its first 
move into the select end of the 


Majorca hotel trade 12 years ago, 
converting two rained bnfldings 
into the 63-room La Besidejicia in 
Deiri. "It is foil up all the time," 
says Mr Branson. 

In buying Son Bunyola, he 
apparently just pipped Ms Mouna 
al-Ayoub, ex-wife of Saudi mag- 
nate Mr Nassir al-Rashid, who 
wanted it fora home. Earlier, he is 
reported to have tried far another 
property in the region, only to be 
beaten to -ft- by the actor Michael 
Douglas. 

Mr Branson has had false starts 
and setbacks before, including his 
bids for television licences and the 
UK national lottery. But he Is still 
“reasonably hopeful” about win- 
ning planning permission. “Obvi- 
ously, we wouldn’t want to do any- 
thing that would spoil the beauty 
of it." 


Skies brighten 
over Germany 


Moscow’s big 
guns battle 
on Chechnya 


Business confidence in west Germany increased more 
t han expected in July, according to the monthly index oi 
the Ifo economic research institute. While some 
economists said this could weaken the chances of an 
interest rate cut by the Bundesbank when its central 
council meets today, expectations for a reduction 
remained strong. . 

The Mb business sentiment index rose to 94.1 in July 
, from 00.4 in June, still leaving it lower than in November. 

I Mr Thomas Mayer, economist at Goldman Sachs, said the 
| index’s fluctuations could reflect “a roller-coaster of 
expectations" by companies confused about the course of 
the economy. 

He said that a cut in the securities repurchase (repo) 
rate by the Bundesbank would be Logical. To take no 
action would disappoint markets and put the French 
franc under pressure. Mr John Watson, bond analyst at 
WestLB T fhaaaarrfi expected the bank to Ignore the Ifo 
index cut rates after the slowdown in M3 growth for 
July. Andrew Fisher. Frankfurt 
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Brussels 
to probe 
UK soft 
drink deal 


Ro manian cabinet reshuffled 


John Thornhill on the struggle 
for power in the Kremlin 


SECURITY COUNCIL 


T he political thrillers 
hawked on every 
other Moscow street 
comer seem tame compared 
with real life In Russia. 

Surrounded by shadowy 
advisers, the ailing president 
of a former nuclear super- 
power disappears from pub- 
lic view and issues orders 
which his subordinates ques- 
tion. Ambitious rivals wage 
a bitter struggle to succeed 
him. toying with thousands 
of lives. Army commanders 
threaten to unleash further 
carnage in the border region 
of Chechnya unless a last- 
minute peace deal can be 
struck. 

Mrs Yelena Bonner, widow 
of Mr Andrei Sakharov, the 
dissident conscience of Rus- 
sia. this week expressed the 
anxiety of millions about 
how this scenario would 
play out. 

“It scorns Boris Yeltsin is 
unable and does not want to 
stop the monstrous crime 
which is being prepared,” 
she said of the Russian 
threat to unleash a full -scale 
assault nn the Chechen capi- 
tal. Grozny, (uday. 

The one Russian leader 
who has snundud determined 
to stop (he military mad- 
ness in Chechnya is Mr Alex- 
ander Lebed, tbe national 
security advisor, who has 
been given wide powers as 
the presidential plenipoten- 
tiary in the region. He 
has seen the horrors of war 
in Afghanistan, and has spo- 
ken forcefully about the 
need to stop comparable 


suffering in Chechnya. 

Bnt his motivation is not 
just humanitarian. As a 
vocal patriot responsible for 
Russia's national security 
interests, he cannot view the 
erosion of Russia's military 
prestige with anything other 
than alarm. 

Mr Lebed has presented 
his attempts to bring peace 
to Chechnya as an honest 
man's struggle against an 
evil clique within the Krem- 
lin and has doled out criti- 
cisms of all and sundry. On 
Tuesday, he even questioned 
the authenticity of a presi- 
dential decree calling for 
a restoration of constitu- 
tional order in Chechnya - 
regarded as shorthand for a 
military crackdown. 

Last week. Mr Lebed 
attacked General Anatoly 
Kulikov, the interior minis- 
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The. European Commission 
is exami ning the competition 
implications- -of a deal 
announced two months ago 
far ‘Coca-Cola Enterprises to 
acquire control of Coca-Cola 
Schweppes Beverages, the 
former bottling joint venture 
with Cadbury Schweppes of 
the UK. 

Brussels has asked for 
commen ts from co mp etitor 
on a licensing agreement 
linked with the acquisition 


The Romanian government said yesterday it bad accepted 
the resignation of two ministers and there might be 
further cabinet changes before this, autumn's elections. 

It said Mr Julian Mined, health minister and once doctor 
to deposed dictator NIcolae Ceausescu, and Mr Viorel 
Marginean. the culture minister and a prominent 
Communist era painter, bad resigned for personal 
reasons. The governing Parly of Social Democracy Is due 
to discuss their replacements today. 

The cabinet reshuffle, the fifth since the party formed a 
minority government backed by nationalists and 
neo-Communists in late 1992. had been widely- expected. 
Opinion polls suggest the party, the core of the group of 
former Co mmunis ts that has held. power since December 
1989, may lose the parliamentary elections due on 
November 3 to centrist apposition groups. However, its 
1 presidential candidate. Mi* Ion Hiescu, the incumbent, is 
likely to he re-elected for a third term. 

The party has came under increasing attack for 
fostering c orrupti on and for foiling to improve living 
standards during the country's difficult transition to a 
market economy. Virginia Marsh, Bucharest 


European PC sales slow 


has been labelled Russia's 
"regent" In Mr Yeltsin’s long 
absences. 

So Tar. the Russian media 
have backed Mr Lebed as the 
one Russian leader who has 
been brave enough to tell 
the truth about tbe Chechen 
war and take energetic steps 
to resolve it. At times, he 
appears as a modern version 
of tbe Boris Yeltsin who rat- 


Mr Pain doubted whether 
the Russian army command- 
ers in Chechnya could there- 
fore be regarded as “rogue" 
generals. It certainly seems 
odd that Mr Lebed should be 
so out of line with General 
Vyacheslav Tikhomirov, the 
head of Russian forces In 
Chechnya, who launched an 
assault on tbe Chechens 
immediately after the presi- 


VMorCharnor^^ &*** "ith the acquisition 

, s . ."prirnemWiiter sS 1 *!?-..-- which gives CCSB exclusive 
" " ‘ rights for is years to make 

and sell Cadbury Schweppes 
whether seems intent on expanding so ft drink brands in the UK 


Mg domain. 

The former general has 
freely expressed his ambi- 
tion to succeed Mr Yeltsin. 
He is also becoming more 
brazen in his attacks on Mr 
Chernomyrdin, bis most 
likely rival in any such pres- 
idential fight. 

This week, he found time 
to appoint Mr Sergei Glazyev 
to his team as a national 


soft drink brands in the UK 
These include Schweppes 
Tonic, Canada Dry, Oasis 
and Dr Pepper. 

It Is also seeking com- 
ments on the deal itself 
under European Union 
merger regulations. Competi- 
tors have io days to respond, 
after which the Commission 
will decide whether to 
launch a further inquiry. 

CCSB was owned 49 per 


The marked slowdown in European personal computer 
sales continued in the second quarter, according to 
Dataquest, the market research company. PC sales in 
Europe grew by just 6.8 per cent to 3.55m in the second 
quarter, compared with 3.33m a year earlier. Sales peaked 
at 4.78m in the fourth quarter of 1995, but fell to 3.98m in 
the first auarter of this year. 

Sweden, Switzerland and Portugal all saw year-on-year 
sales declines, while they were flat at 810,000 units in 
Germany, Europe’s biggest PC market Year-on-year 
growth topped 25 per cent In Belgium, Finland and 
Ireland and remained a relatively healthy 13.2 per cent in 
Britain, where sales reached 727,000. 

Compaq Computer, with a 12L3 per cent market share, 
remains Europe's leading vendor, although it has slipped 
from 13-8 per cent a year ago. Paul Taylor, London 


The rebel republic is caught in the crossfire 
as ambitious rivals compete to fill the vacuum 
left by the absence of an ailing president 


«“» <5®- Poland to upgrade rail link 
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tor. saying be was responsi- 
ble for allowing the Chechen 
separatists to infiltrate 
Grozny, and demanded he be 
sacked. 

Mr Lebed has also tilted 
against Mr Victor Cherno- 
myrdin. the prime minister, 
and succeeded in having his 
state commission for regula- 
ting the Chechen conflict 
shut down. 

In turn, Mr Chernomyrdin, 
who would temporarily suc- 
ceed Mr Yeltsin in the event 
or the president's death, has 
tried to cut Mr Lebed down 
to size. He appears to have a 
powerful ally in Mr Anatoly 
Chubais, head of the presi- 
dential administration, who 


tied fellow politburo mem- 
bers In the 1980s by exposing 
Soviet fellings. 

But yesterday Mr Emil 
Pain, a former liberal presi- 
dential adviser and eloquent 
advocate of a peaceful reso- 
lution to the Chechen con- 
flict. cast doubt on Mr 
Lebed's motivation, suggest- 
ing he was playing a double 
game. 

He argued that Mr Lebed 
already had all necessary 
powers to resolve the con- 
flict and could issue orders 
on all matters connected 
with Chechnya. “If Ms 
orders are not fulfilled this 
becomes a criminal offence," 
he said. 


dential elections. The gen- 
eral was formerly chief of 
staff of the 14th army in Mol- 
dova which Mr Lebed 
beaded. 

Mr Pain may be an embit- 
tered man (the state commis- 
sion he worked for was sunk 
by Mr Lebed) but he raises 
real questions about the 
extent to which the national 
security adviser is trying to 
exploit the crisis to 
strengthen his political hand : 
in tbe presidential succes- 
sion battle. 

Mr Lebed is now supervi- 
sing the defence, interior 
and security services, 
tho ugh they remain a gov- 
ernment responsibility, and 


ment’s economic policies. 
This is seen as an attempt to 
intervene in another area of 
government. 

Mr Glazyev, a farmer for- 
eign trade minister, was 
quick to condemn Mr Cher-, 
nomyrdin’s economic poli- 
cies. He even called for tbe 
renationalisation of Gaz- 
prom, the gas monopoly 
which was Mr Chernomyr- 
din's former Serfdom. 

In the past, Mr Yeltsin has 
encouraged such personal 


pany and 51 par cent by Cad- 
bury Schweppes, the UK 
confectionery and soft drink 
maker. 

Cadbury Schweppes’s 
stake was sold for £62&5m 
($963m) in June to Coca-Cola 
Enterprises, in which the 
Coca-Cola Company has a 44 
per cent stake. 

Coca-Cola in the US has 
devolved most of its produc- 
tion to Coca-Cola Enter- 
prises. leaving the parent 
group to concentrate on the 


rivalries and political ten- 1010 01 brand m anager, man- 


sions within his administra- 
tion in order to ensure that 
no one clan assumes exces- 
sive power. 

The question now is 
whether Mr Yeltsin remains 
strong enough to keep Mr 


keter and franchiser, and is 
now adapting a similar strat- 
egy elsewhere. Coca-Cola 
Enterprises has spent ®3bn 
recently buying bottling 
groups. 

The Commission said the 


Lebed’s personal ambitions . I drinks licensing deal could 


aligned with his administra- 
tion's broader interests, or 
whether they may lead to its 
unravelling. 


foil within the scope of EU 
competition rules preventing 
the build-up of dominant 
market positions. . 


Poland is to invest Ecu487m ($6lSm> to modernise its 
main railway line to west Europe, the 478km stretch from 
Warsaw through Poznan to Kunowice on the German 
binder. Travelling time between Warsaw and Berlin will 
be reduced by 80 urinates (about a 10 per cent cut) when 
the project is completed by the end of 1997 as part of the 
Trans-European Network. 

The project is to be financed by the European 
Investment Bank (Ecu200m).the European Union’s Phare 
assistance programme for central Europe (Ecu30m) and 
the European Bank for Reconstruction and Development 
(Ecu5Qta) . The Polish government e n d Polish state 
railways (PKP) will contribute Ecu207m. 

The modernisation programme, which will be carried 
out by pep, will include the purchase of track 
maintenance and safety equipment as well as track 
switche s and the renewal of signalling and power supply 
systems. Karin Done. Bast Europe Correspondent, London 
■ The British army win stage military manoeuvres in 
Poland next month. They will be the biggest held by 
foreign troops in the former Warsaw Pact country since 
the end of the cold war, and they are taking place there 
because it is cheaper than Canada, where the British 
army usually holds such exercises. They will boost the 
income of Poland’s armed forces, which are pressing for 
funds to modernise equipment as the country presses for 
Nato membership. Christopher Bobfruki Warsaw 
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Kiev promises support for troubled Ukrainian h ank 


By Matthew KamlneM 
in Kiev 


The Ukrainian government 
Is planning to rescue the 
country’s third largest bank, 
whose recent troubles have 
sent a tremor through 
the fledgling financial sys- 
tem. 

Mr Anatoly Stepanenko, 
director of banking supervi- 
sion at the central bank, said 
yesterday in an interview 
that Gradobank, which has 
been on the brink of bank- 
ruptcy since a run on depos- 
its in late March, will receive 


"government support” for 
bad loans and a possible 
credit injection. 

This response to the crisis 
at Gradobank will disappoint 
some officials who bad 
argued that Ukraine’s thinly 
capitalised banking system 
would benefit from consoli- 
dation. Local capital contin- 
ues to shun the banks, 
whose total assets are a 
mere $9bn. 

All but two banks in 
Ukraine have been priva- 
tised. but analysts say cross- 
shareholding and intimate 
ties to a government which 


continues to account for tbe 
bulk of economic activity 
complicates banking super- 
vision. 

Gradobank says it needs 
2,oootm karbovanets (Slim) 
to cover outstanding debts. 
Mr Victor Zherditsky, its 
president, blames “political 
provocateurs" for his recent 
problems. According to Mr 
Stepanenko: "The question 
of liquidating the bank or 
c h an gi ng its leadership had 
not been raised for both 
political and economic rea- 
sons." 

Like other banks in the 


former Soviet Union, Grado- 
bank grew quickly on the 
back of economic instability, 
as high inflation hid bad 
and a spiralling cur- 
rency made speculation 
lucrative. 

Its problems have been 
evident for some time since 
the hank missed several 
lnter-bank payments. Then, 
last March, a court swarded 
the Antarktika fishery $7m 
in damages for Gradobank’s 
failure to approve a $5m 
loan. Tbe ruling was later 
overturned, but not before 
$2. 2m had been drawn on 


Gradohank's account and a 
panic had ensued. 

"It could not outrun its 
problems when Inflation 
fen” from double figures a 
month last year to 0.1 per 
cent in July, says one ana- 
lyst 

Commercial bankers, who 
are the most vocal pro-mar- 
ket reform lobby in Ukraine, 
say growth has been stunted 
by a large and bankrupt pub- 
lic sector,' liquidity problems 
caused by government pres- 
sure for money to pay state 
wages, and law public confi- 
dence. 


Many banks had also 
started smafl. "I saw a dollar 
bill for the first time five 
years ago," says Mr Leonid 


Of all capital in the 219-bank 
sector. 

In his interview. Mr Stepa- 
nenko said the central bank 






He sees a shake-out as 
inevitable. 

Bankruptcies would not 
hit the economy especially 
hard, in the view of Mr Olek- 
Mudsr Sugonlako, president 
of the Association of Ukrai- 
nian Banks. He estimates 
that the 70 troubled banks 
anoewmt for only 10 per cent 


Only seven new banks had 
been registered in the past 
18 months, as higher statu- 
tory capital requirements 
were being implemented. 
Another 32 banks had been 
closed, he added, and IS 
smaller institutions were 
being reorganised to meet 
the ECUlm ($1.3m) minimnn? 
capital requirement. 
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Clinton points to Bitter row over Haitian reforms 

TinllPV Preval to push on with privatisation plans reports Canute James 

^ . "C_T ^ti’ 8 debate over lower boose starts debating 

I — I privatisation has them soon. g&- 

JL A. become so bitter Some Haitian legislators, 


By Jurek Martin 

in Washington 

President BiJl Clinton is this 
week giving the country a 

fair foretaste of what it can 
expect from next week's 
Democratic convention in 
Chicago by em phasis ing leg- 
islative achievements and 
policy proposals. 

Yesterday he signed into 
law the new medical insur- 
ance bill malting coverage 
more portable from job-to-job 
and guaranteeing continued 
coverage of existing medical 
conditions. On Tuesday he 
put his signature on the bill 
increasing the minimum 
wage, and today he will do 
the same for the controver- 
sial welfare reform bill over 
the objections of liberal 
Democrats. 

Next week, he is expected 
to unveil policy initiatives 
dealing with crime, educa- 
tion and the environment. 
Though he win resist the 
demands of Mr Bob Dole, the 
Republican nominee, for 
across-the-board tax cuts, 
some officials have been 
hinting that he may propose 
targeted tax breaks for busi- 
nesses that hire welfare 
recipients. 

Mr Clinton only arrives in 
Chicago on Wednesday after 
a three-day mid-western 


The US Federal 
Communications 
Commission has given 
television n etwork s 
permission to offer the main 
presidential candidates free 
air time during November’s 
election. Reuter reports from 
Washington. 

The agency ruling means 
that Rupert Murdoch’s Fox 
Network, ABC, and the 
Public Broadcasting Service 
can provide free time to 
“major” candidates, without 
giving minor or fringe 
ca n didate s the same 
opportunity. 

train trip, starting In West 
Virginia, in the course of 
which, according to the 
White House, other “sub- 
stantive" policy announce- 
ments will be made. 

The purpose is to contrast 
with last week's Republican 
convention in San Diego 
which was. conspicuous for a 
harmony some felt was rig- 
idly imposed. “There will be 
some news,” Mr Mike 
McCurry, the president's 
press spokesman said sarcas- 
tically. Mrs Hillary Clinton 
will also be given a signifi- 
cant speaking role, as Mrs 
Llddy Dole was last week. 

The only obvious contro- 
versy ahead of Chicago con- 


AMERICAN NEWS DIGEST 

Bill may extend 
Fujimori’s term 

A congressional committee in Pern has approved a draft 
bfil that would allow President Alberto Fujimori to be - 
re-elected for a third consecutive term, leading to an 
outcry by opposition politicians. “We are witnessing a 
coup d'etat. The country has to realise that Pern went . 
through a similar situation in the 1930s,” said centrist . 
Popular Action congressman Mr Javier Alva. Orlandini. ! ’ 
The bill was approved oh Tuesday by nine votes to six. 

It is due to be debated today in parliament where 
pro-Fujimori deputies have enough votes to push it 
through. The president, who took power in 1990, changed 
the constitution to make it legal to serve a second term ih 
1995. If the bill is approved he will be able to be 
re-elected for a third consecutive five-year term in the 
year 2000. AFP, Lima 

EU to appeal over sanctions^- 

The European Union said yesterday it would appeal to the 
World Trade Organisation if the US punished European 
companies doing business with Iran and Libya. 

A bill, recently signed into law by President BlU 
Clinton, allows sanctions on com p anies making new . 
investments of over $40m in oil or gas projects in Iran or 
Libya, which Washington calls the world's leading state 
sponsors of terrorism. 

“The EU does not believe that this legislation is an - 
appropriate or an effective means of combatting 
international terrorism," said a statement issued by 
Ireland, which currently holds the HU’S six-month 
rotating presidency. 

The EU has already threatened to retaliate against the 
Helms-Burton Act, which gives US citizens the right to 
sue foreign companies operating in Cuba over assets 
expropriated by President Fidel Castro's gover nment , 
Mexico yesterday formally protested against the 
“unacceptable" US threat under the Helms-Burton Act to 
bar from the US top executives of Grupo Demos, if the 
Mexican telecoms company does not “divest” from Cuba 
within 45 days. Mexican business is pressuring the 
government to give Mexican companies the right to file a 
counter-suit in Mexico if they are hit by US legal action. 

Grupo Demos, which owns 37 per cent of the Cuban 
national telephone company, vowed to ma i n tai n its 
business ties and denied it owned any co nfis cated 
property. Reuter, Dublin and Mexico City 

Ecuador suspends oil group 

Ecuador has suspended the operations of Maxus Energy, 
an American oil company, and is threate n ing to expel the 
company unless it changes its contract an d ag rees to give 
some of its oil to Ecuador. “The service contract is , 

finished. Either Maxus enters into a participation contract ; 
or it simply leaves the country,” Mr Alfredo Ad urn, 
energy minister, said. He said he had given o rders for the , 
armed forces to occupy Maxus Energy’s oil camps to 
ensure that it did not extract any more oiL 
Mr Adum said Maxus had refused to replace its old , 
contract with a new one that would allow Ecuador to get 
some of the 34,000 erf barrels of oil a day retrieved by the 
company. The current contract requires Maxus to pay the 
government a percentage of its profits from oil exports. 
“Maxus has taken away 50m barrels of petroleum and pot 
given a single barrel to Ecuador ” Mr Adum said. He said 
Maxus was the only oil company operating m Ecuador 
that did not provide a portion of its production tome . 
government - AP. Quito 

Canadian Press reprieved 

Canadian newspapers yesterday withdrew their threat to 
pufi out of The Canadian Press at the end of year, giving 
the 79-year-old national news agency time to restructure. 
CP's board of directors also announced that company 
president Mr David Jolley had resigned, with immediate 
effect, after seven months on the job because of 

“differences of opinion” with the board. 

The wire service, which supplies 88 daily newspaperese 
well as most Canadian radio and TV stations, was pitch Bd 
into crisis in June when the South am group, which 
provides CP with nearly one-third of its revenue from 
newspapers, said it was pulling its IS daily newspapers , . 
out at the end of December and beefing up its own news. - 

service. Sou thern News. • 

. CP's other member newspapers were forced to serve 
similar withdrawal notices rather than be left Uable for 
all the common expenses as of January L All the ; - 

newspapers, which have been squeezed rising newsprint 
pricesand a failing off of advertising, have resjnnded 
their threats to withdraw but have demanded that CP be , 

restructured to cut the $ 20 ro in annual fees they pay for , 

itS »frS?oliag. the company’s vice president for . 
editorial matters, will assume Mr Jolley’s 
temporarily. Mr Michael Sift on, chairman 
Newspapers, part Of Mr Conrad Black a Holbnger media 

S3 ® sou,taun ' 

chairman of the CP board. * 


c era s welfare reform. 

In seeking to “make 
news”, the president will be 
looking for some bounce 
back in the polls In the wake 
of the improved standing of 
Mr Dole. But there was fur- 
ther evidence yesterday that 
the Dole recovery might be 
fading' a little. 

An ABC poll, taken on 
Sunday and Monday, had Mr 
Clinton's lead back up to 12 
points in a three-way race 
that included Mr Ross Perot 
of the Reform Party, com- 
pared to only four points in 
one conducted last Thursday 
and Sunday. 

It gave the president 49 
per cent, Mr Dole 37 per cent 
and Mr Perot 10 per cent. A 
New York Times/CB S poll, 
which put Mr Clinton 11 
points up, had also found 
movement away from Mr 
Dole. 

Mr McCurry’s partisan 
interpretation was that “the 
rubber band stretched and 
snapped back over the week- 
end and we’re back to being 
about where we thought it 
was - a double-digit race”. 

But the Republican nomi- 
nee could take heart from a 
new Field poll In California 
where the president's lead j 
bad been cut in half to ID 
points (45-35 per cent) from I 
its July level. ... I 


H aiti's debate over 
privatisation has 
become so bitter 
that the president has 
claimed that a recent armed 
assault on the parliament 
building and murders of 
two opposition politicians 
were intended to dissuade 
legislators from approving 
his proposals. 

President Rene Preval said 
the attacks were canted out 
by disgruntled former sol- 
diers hired by “opponents of 

democracy and privatisa- 
tion". 

The president is seeking 
approval for his economic 
reform programme by the 

end of next rannfh rjr flaryg 

renegotiation of the coun- 
try’s agreement with its 
creditors. 

- Approval of the economic 
programme, would give 
Haiti - one of the poorest 
countries in the world - 
access to $225m for. this 
year’s, and next year's bud- 
get, and up to £L 2 bn during 
three years from interna- 
tional flnnndnl institutions 
and friendly governments. 

After protracted debate, 
the Senate has approved the 
privatisation of several 
major state enterprises. But 
the proposals to sell-off a 
cement plant, flour mill, 
electricity, water and tele- 
phone companies, ports, and 
airports reforms, will free 
stiffrr opposition when the 


lower house starts debating 
them soon. 

Some Haitian legislators, 

reflecting popular sentiment, 
have described the proposals 
as “anti-national and anti- 
popular.” One said they were 
intended to “enrich the rich 
and impoverish the poor and 
could lead to civil war”. But 
opposition to privatisation is 
also based on the wide use of 
state-owned companies for 
dispensing patronage and 
providing opportunities for 
c orru ption. 

Equally controversial are 
proposals for cutting 15 per 
cent of the 454)00 civil ser- 
vice Jobs In an economy in 
which unemployment is con- 
servatively put at 60 per 
cent. Wages in the public 
service will be frozen for 
three years. 

Foreign businessmen who 
fled when the United 
Nations economic embargo 
was imposed against the mil- 
itary regime in 1991 are 
reluctant to return until the 
government has settled its 
economic policy. And with- 
out the funds, the govern- 
ment cannot present a bud- 
get, state employees cannot 
be paid, and ambitious plans 
for repairing the economic 
damage of the last four years 
- in which the economy con- 
tracted by 30 per cent - will 
be hamstrung. 

An aide to the president 
says: “Each day’s delay sets 



Preval: uncompromising in bis determination 


us back a month." 

Mr Jean-Bertrand Aristide 
- the populist president who 
was overthrown by the army 
but reinstated after US inter- 
vention in 1994 - committed 
himself to the package when 
it was announced last year 
by the then prime minister 
Mr Smarck Michel. However. 
Mr Aristide obstructed the 
package until he handed 
over to Mr Preval in Febru- 
ary, leading Mr Michel to 
resign. The only completed 
reforms were a reduction in 


the tariffs on imports and a 
liberalisation of the 
exchange and interest rates. 
Mr Aristide claimed: “Priva- 
tisation has never improved 
the lot of people in any coun- 
try.” 

Mr Preval was widely 
regarded as his predecessor's 
ideological clone. But he has 
so far proved uncompromis- 
ing in his determination to 
implement the reforms. 

“People are uneasy about 
change, but the country is 
not doing any better, so we 


must try to advance another 
way. No investor is going tu 
come to Haiti if he cannot 
use a facsimile machine, or 
if he will have no electric- 
ity.” 

But in an attempt to make 
the programme more palat- 
able to the legislators and tu 
Haitians generally. Mr 
Preval has obtained some 
modifications to the original 
plans. None of the compa- 
nies will be wholly sold to 
private investors, foreign or 
local. A mix of management 
contracts and Joint ventures 
will allow the administration 
to return a maximum of M 
per cent stake in the enter- 
prises. The government is 
proposing “privatisation by 
capitalisation.” with inves- 
tors not paying for their 
stake hut Instead investing 
in the enterprise. Mr Preval 
argues that this will increase 
efficiency and avoid monopo- 
listic behaviour. 

Approval will not only 
bring money which Mr 
Preval wants, but will ease 
LtS concerns about u break- 
down in Halil’s efforts at 
political anti economic 
reforms. A few weeks before 
his attempt at re-election. 
President Bill Clinton can ill 
nfTnrd a collapse of what the 
US administration regards 
as one of its foreign (mlicy 
successes with the pm stilt*- 
lishment of civil government 
in Haiti. 


Argentine plan aims to protect banks’ liquidity 


By David PflChg In Buenos Alms 

Argentina's central bank is 
drawing up plans for a $3bn emer- 
gency fund to help local banks 
combat liquidity problems should 
the external shock that rocked the 
finatvrffli system early last year be 
repeated. „ 

Thp central bank is considering 
13 bids received from international 
hanks earlier t his week fair standby 
facilities worth a total of $6.3bn. 
Assuming the central bank limits 


the emergency fund to $3bn, it 
would pay an interest rate of Libor 
plus 2.06 per cent if the pledged 
cash had to be drawn down. Local 
banks with liquidity difficulties 
would be able to access those funds 
by offering security holdings to the 
central hank as coIhrteraL 
The idea of the fund arose after 
last year’s fiwndai crisis when 
$8bn, or 18 per cent of total bank 
deposits, fled the Argentine sys- 
tem, sending several banks to the 
brink of collapse. After a wave of 


mergers and acquisitions only 130 
of the 166 banks before the crisis 
are still in business. 

Mr Pedro Pou, president of the 
central bank, emphasised that 
Argentina did not expect to face 
another shock of the magnitude of 
the Tequila effect after Mexico’s 
devaluation of December 1994. 
However, by taking, precautions to 
cushion the impact of such an 
event, the country would improve 
its international credit rating. 

Commission due to international 


banks on S3bn would be an annual 
0.2667 per cent, or SSm. to be paid 
whether or not the standby loans 
were drawn down. This commis- 
sion would be paid by local banks 
that wanted to participate in the 
scheme. The central bank will 
guarantee them access to loans 
should the need arise. 

Mr Pou compared the scheme to 
medical insurance. It would not be 
obligatory, but nou -participating 
banks that fell ill during times of 
crises would have to pay the full 


cost of treatment. Interbank lend- 
ing rates skyrocketed after 
Mexico's devaluation and many 
banks were unable to secure funds 
to pay panicked depositors. 

Chase Manhattan led the auc- 
tion's bidders, offering to make 
Sl.Sbn available, and France's 
Soci&te Gene rale pledged SI bn. 
Other banks making bids were Citi- 
bank. CS First Boston, ING. Leh- 
man Brothers. Merrill Lynch, Mor- 
gan, Santander, Salomon Brothers. 
Swiss Bank and UBS. 


ETBA FINANCE 

FINANCIAL AND ECONOMIC SERVICES SA- 
(formerly GREEK EXPORTS SA.) 

... ANNOUNCEMENT OF A PUBLIC AUCTION FOR THE HIGHEST BIDDER 
FOR THE SALE OFTHE ASSETS OF^HE COMMERCIAL AND INDUSTRIAL 
PLASTIC PROmiCTSSA.” with the trade name of 
“ASPA PLAST HELLAS” PRESENTLY UNDER SPECIAL LIQUIDATION 

BTTBA FINANCE TIdmcWA Economic Services carablbfaed in Athena at I Bratoofocpcui & Vm. Oo nai an tiim a Stnxn. in 
ill opacity a* spocial liqu i d a to r of thc nfaovo cosnp aq y. pxcxently undo 1 ipcctal Tjqnidmkm ■» per mido 4tiq of Law 1892/1990. and 
in accordance with Decision No 4SY1 996 of foe Pbneni Court of Appeal. 

ANNOUNCES 

an international public au ct ion for the highest bolder with scaled, trading offers for the sale of the total assets of the 
“COMMERCIAL AND INDUSTRIAL PLASTIC PRODUCTS SA.” widt the ndc m of “ASPA HAST HELLAS’* 

ACTIVITY AND SUMMARY DESCRIPTION OFTHE COMPANY 
The company under special liquidation has x fecosy -which produces PVC profilea nod plastic ftamea. It is skratkn tn rbo Lamia 
industrial zone on a plot 34,000 m2 in area. The factory bmkfing o cxnpim a surface area of 7,784 m2 while the offices extend over 
1338 m2. The building bousing die booty and offices has been tail with prefabricated sections of reinforced concrete and has 
been fined with plastic frames and an Industrial floor in the factory, while the office floors are of meiMr. or cov ered by fined carpets. 
The area su s umudiii g the building is l a nd scap es!, with dr iv e w a ys; aod is walled around. Thera la also a wwerfank. A detailed 
rfftrl p il w i of ibo fovtgotag «nd the mccfimxic&l aod equipment is contained in the Offering McznomKftDxn to wtricta you nv 

referred- 

TERMS OF THE ANNOUNCEMENT 

I. The present Auction shall be carried out in acc or dance with foe pure i ri on a Of article 4<5a of Law 1892/1 990 as onmptaacnred 
by article 14 of Law 20000991 as in force today, the terms contained to the presets Announcement and the terms c rau atncri hi 
the relative Offering M em or an dum regardless of whether or dm they arc rep ea ted in the prompt A n nou nc e m e n t. The 
■otatisrien of a btoflng oflfer implies acceptance of these trams. 

Z Bacfa nwrrra and petty la invited to reoaiyo from the IJquiihaor the detailed Offering Manorandnm and aak for any other 
Information concerning the co mpa ny under foundation following » wrinen promise of cta rfid ent i slity. 

3. i m era n od perries are invited to submit a sealed, written and binding offer so the Athens notary public unsig n ed to the auction. 
Mrs. Alexandra Mctgtanoa-Nlaobudi or 69 Panepistinilou Street, 7th Floor, teL (300 322J2090 ap to 12rff0 noon on 
Thursday, 12 September 1996. Offers moat be mtaniized in person or by a legally authorised representative. Offers 
mhnrinwt beyond the specified time fimii wDI not be acc ep t ed or considered. Offers must ore contain terms upon which their 
bfodtognesa may depend or which may be vague with respect to the amount and manner of psyroem of [he offered price «■ to 
any other essential matter concerning die sale. 

4. On penalty of tovoBdny. offers must be accompanied by a letter of guarantee from a fbsi dam bank legally operating in 
Greece. vaHd mail adjudication for low bidden and np to the signanira of the mlc contract far the highest bidder, to ifao amount 
of oat handred mQBoa flOQJQMAOO) drachmas. 

5. The offers wfH be nnweslrd by the above mentioned notary ia her office at 14:66 boors no Tlmi-tday. 12 September 1996 and 
•aD persons havfrtg submitted offers within the specified time Emil arc entitled to attend. 

6. Offers mat clearly specify the offered amoota and manner aod time of p ay me nt (cash or on credit, interest to be charged or 

doc the tmeren nan. (he mother of braahnents and when they fkH due etc. If mrnrhm is not m ad e; aj of the manner of payment 
rf dm cash portion, b) whether win be paid on he balance on credit, e) the intn r rat rate, then it will be ns som ed due 

a) the price wiH be paid in cash, b) Interest will be charged on the balance co credit, c) dm i merest rate win be that which is In 
force si die thne iho offer is submitte d for Greek Stmc bonds of one year's duration. 

7. The wihmiasion of an offtar of partkdpmion to (he Auction binds the buyers to die commitment of keeping the pmtactive 
installations of company in Urpridaitoc in operation for or least five 15) years. 

a On an the potas ccatalntd In the oCewmd on any other tettna that may be agreed epos) (Job p o si ti o n* , amount of invemnem. 
length of time of operation, etc.) dm buyer must accept cfansea and other security, additionally covered by real cofiaierai. to 
gnaramee comp li ance wilh hkootnminnaits. 

■) the she of she amsaan offered 

b) the number of Job poatdooa created 

e) the security provided for the wstlmnent of any balance of the offered price on arettit and for the execution of any 


d) the HcJisyflilnm and imsintas nspumio*) of ihc lmctcmsd parties 

la hi the even dm paynrem is to be on credtt. dm camem value will be taken km account and win be calndmrri at a fixed rale of 
Imeiut for all offiaa. dna being the ram in force at the time of ndanution of dm offer, for fasoM-bearing Greek Stale bonds of 
a year's dai at lo o. 

1L Tim hig faett bi dder it the one whdee offer has been judged by (he cre di tor, (be HELLENIC INDCSTIUALDEVELOFMENT 
BANK (ETBA) & a, following foe proposal of foe Eqitidetar, u befog in foe best ad a e s t of dm omfimrs of foe company 
under Uqnhhtfoa. 

12. The damans duu co n t titm e foe co mpany 's Amen shall be uautfi gre d n is and when: is” and. more specifically, hi foeir 
actual and legal condition and wherever they are on dm dale of tigntture of foe sale caaneL The Gqmduoc. foe company 
under liquidation and the creditor era doc liable for any legal or actual faults, lack Of arty qualities or any moampJcte or 
bwcairate d m eri ptio n of foe asset for sale is foe Offering M emos miri ng- l u a ra«£d parties most, on their own responsibility 
and due one. nod by fortr own means and at their own expense, imped sad form theirownophtiouof the objects for sale. The 
suix n issi oa of «n offer implies that imrer-Crri panJm are ftiJIy aware of the actual and logo! cendnico of the objects for mlo. 

13. In the crem that the party to wham the asset for mk tore beat odjudlnitrri firfh in his obHgssico m appear and (tigp foe refotive 
eaamet M dm time and plan indicated in dm rotative teviwien at (he fiqukfuot; in xendmoe with the terms arisfog from dm 

" present Aimouaccsnait and tramhisafici; then foe amount of foe gnamdte limed above is forfeited to die Liquidator to cover 
expenses of all losdi, time qxat and atqr real of paper toss saflbred by Mmsetf and by the oedhor, srith no ototigarion on fodr 
part to provide evident* of J»cf] loesorctatsiderilnd foeKnoumhas been Ibrfciicdai a penalty clause, and coOca it from foe 
C i w i miHw bsnli. 

14. The Bqnidmr bean no rcspowiWtty or obGgstion towards partiapants in the auction, both with regard ■> foe drafting of the 
evaluation report cm foe bids or to the Bq uh toor’s proposal tpgmfotg the highest bidder. Also he is not responsible red nor is 
be under mqr obligation to paiticipams ta the auction in die event of a canccnatioa or invafidatian of the Motion if is rcsufc Is 
deemed ua tat r g fo ft ory. 

-15, Those punidpoting in dm auction and who have submitted sSm do net acquire any Mii fl uww . dtkn or dr a itmai . oa (be 
sireng tli rif the present MuummsnefllQrfotarpar ljHpaf In n In the M'.titm . agarnat tha fiipnffatnr or dmcn qfi ttj fi fir any eauae or 
reason. 

• 16. In accoitianee with pare. 13 of article 46a of Law 1892/1990 foo sale cnmraci, the transcriptions and any other action involved 
in faa exemtioo. arc exempted fioni Stale or foM patty taxes, doe* or map duty whfla dm rights and foes of notaries, lawyere, 

— - s np en r iaars ml rcghxrma of mortgages arc Hmusd to 30% of (he figure ia question. TVsssfer expens es of (ho assets for sak 

(VAT, foes, rigba and Wfatr esprmes) fM be bonip by dm buyers. 

The present announcement has bean drafted In Greek and in Bngfish in translation. In my event, however, foe Greed: text will 

- prevail 

FW soy further hti osm a tien sod for foe Confidential Offering Memorandum. I nt e r ected parties may apply to the offices of foe 

liquidating u oetpeny- 

ETBA FINANCE Financial mid Economi c Servlet* SwA-, t Emhntfccaea* Street, «h Fleer, Athens, Greece. TW. (381) 

726JRlfo 726J827S and 736JBS0&. Ffcxr 0FI) 72&M64, 


ETBA FINANCE 

FINANCIAL AND ECONOMIC SERVICES S.A. 

(formerly GREEK EXPORTS S.A.) 

ANNOUNCEMENT OF A PUBLIC AUCTION FOR THE HIGHEST BIDDER FOR 
THE SALE OF THE ASSETS OF “PIRAIKI-PATRAIKI READY-MADE CLOTHES 
INDUSTRY OF VOLOS SJV." PRESENTLY UNDER SPECIAL LIQUIDATION 

ETBA FINANCE Fi n a nci a l A Economic Strvtees est a b Hti ied in Athens ai I EnuMbencus tt Vas. Cbmatumou Streets, in 
is capacity as special liquidator of the above company, presently under spocial liquhfatwn os per article 4tia of Law and 

in accordance with Decision No. 49*JtVI 99h of the Athens Own of Appeal 

ANNOUNCES 

a international public and ion for the highest bidder with scaled, binding offers for the ulc of the total aucu of **PZRAIKt- 
PATRAIKI READY-MADE CLOTHES INDUSTRY OF VOLOS SJV." 

ACTIVITY AND BRIEF DESCRIPTION OF THE COMPANY 

The compan y under liquidation own* a cutting nod vowing fwnocy for rcadv-raade clothe* in Vok* on MitrapoliUMi Grlponou and 
AriHMelots, Zabou Streets m the Palaia district oa a 1UJW7.M nr plot of land. The factory' building onsets an area of 21.057 nri nr 
fgjuuud floor) and a first floor 2,493 J2 nr' in area. The total volume of both floors a 44.98ti.7ti cu.ni. The Nukimf has a concrete 
frame with brict walls, glaci windows and meal roofs. The company's asset* include (he factory's mechanical and uusrlijry 
e quip m en t, furniture and m r mi ls. trade mark* as well oa a building plot at Dtimqi in the Vohw region u -r (*>.«. I m' m urea. 

TERMS OFTHE ANNOUNCEMENT 

1. The present Auction skill be earned out in accordance with the provisions of srude 4«w oi Law IKff^'lwn as contpioncnicd 
by article 14 of Law 2UUV1941 as in force today, the terms contained in the present Announcement and the terms conuinnl m 
the relative Offering Memorandums regardless of whether Of not they are repealed in lire present Announcement Tlie 
m fctntijrioo of a binding offer unplics acceptance of all there term*. 

2. Each interested party ii invited id receive from the Liquidator the derailed Offering Memorandum and ask for an> other 
Information ooocchhds the company under liquidation following a written promise of confidential ilv. 

3. interested pasties are invited to submit J sealed, written and bmdinp offer to the notary publM of Vynma, Attica, assigned to 
the auction. Mrs Theodora SyUoKw-Papognlani. at 4H Chmostomou SmsTon Street. TeL ■ JtH 1 7o3.«l75* Ji: 7 m>.]4|ii np to 
12rt)0 bom on Tbumtay, 12 Sepiembor WH. Offer* mud he submitted m penuo or by a legally nmhoroed icpieren iatisc 
Offers uibmincd beyond the ifwafied lime hraii will not be accepted or cvrisidered. Offers must not contain rerms upon whuh 
tbar bim&Dgncss may depend or whieh may be vague w ilh mfcvt to Ihe amount and manner d payment of ihc otfered price 
or to any ocher esumial maner concerning die ulc. 

4. On penalty of invalidity, offers must be accompanied by a fener of guarani ce from a first class bank fepaily operating ut 
Greece, valid until adjudication for low bidders and up to the signature of the sale contract for the highest holder, tu the amount 
of arven t y miltiaa (70.000.000) draefatma. 

5. The offers will be unsealed by Ihc above-mentioned notary in her olfietr ai 14:09 hoars oa The radar. 12 September 199a 
and oil persons having uibmincd offer, within ihc specified time limn ore crmilcd to ancud. 

6. Offers must dearly specif)- ihe offered amoum and manner and time of paymcnL Pan vTCiiu is asvcpubkr on Limdiuon ilur at 
least 20Tr of the total offered pnee u. paid m cash on vignarure ai the relauvr -dir oonmici and dui the babivre is seuled in 
equal annual or au-momhiy irmalmcnB. the firsi of wbidt to be pakl wiiliin one year from Ihc iLik oi signurure ol the relative 

sale camel, with nitcrcsr al a i4iwd) anmuJ rare, eofre vf pndingly compounded. 

7. The factory can be pot to any productive use by the buyer. However, if the twycr wixhcs lo put ii to any use other than ihe 
m anu fa c t ure of ready-made cknlm. then it a, up to ihc buyer K> obtain the nn.-m.sary permits an) ui his own cipen #. 

S, The submission of an offer of partkipaiion in the Auction binds the buyers lo the ecvnmilmcm of keeping die produenv e 
bisBlbtions of the eoutpany in hquklatkm m operation focal least five i)r years. 

9. On all the points comamed in die offers and on any other ferae, that may be agreed upon ijot> positions, amount oi inionnvuiv 
lengdi of time of operation, etc. I ihe buyer muai accept doure* and other security, atldtnonally envered by real cnILiieraU to . 
guai.il ncr comptiancc with his commitments. Specifically un die subjcci of y4i positions there will be a penally clause lo die 
■mourn of 225j0no drachma* per mnoih per worker fur the entire period the company ia obliged to operate. Penalty clause, lor \ 
job positions will be coveted by the pros, iaion of real uolbueml. - 

10. Essentinl gtridelinea for the evahtanon of the offers are: 
a) the aixr of the amount offered 

bl the number cf job positions created 

C) Ihe security provided for die settletncnr of any balance of the offered price on credit, am! for the nrc-unon of ans 
remaining tends mtrtrr ootnmnntcnt 

tfi die creditwartiline** and hu n inrs * regulation of the Interested parties 
cl foe business plan and in particular foe sue of future investments, 

11. In the event that pay m en t of a portico at the price e. to be on credit, die interest rate lo he calculated w ill be that of Greet. Sure 
bonds of «s»s year's duration, on the dale of submission of die offer. 

12. The highest bidder Is the one whose offer has been judged by the creditor, the INDUSTRIAL RECONSTRUCTION' 
ORGANISATION S-V. following the liquidator's proposal, ft* being the mon satisfactory » Ihe creditors Of die company 

li^uidalkiCL 

13. The etemema tint conaituic foe company's Awcts shall he mmsferred "as is and where is" ami. more %pcvificaUj. in thrtr 
actual and legal mndrtUvi and wherever they ue on the dale of signature of the ule coinci The liquidaiur. the company 
under tirpririaii nn and the creditor are not liable for any legal or actual faults, lack of any qualities or any incomplete or 
Inaccurate description of foe assets for ealr in the Offering Memorandum, hummed panics mast, on lbcir own mpomibilii) 
and due cate, and by Ihctr own meats and at then own expense, inspeu and form their own npimon of the objects for sole. TIy- 
stsbraimon of an offer implies foal irecreaied panics are fully aw ore of the actual nnd legal condition of the objects lor sole. 

14. In the event that foe party to whom foe assets, for sate have been adjudicated fail* m his obligation to appear aod sign foe 
relative contract at the rime and place indicated bi foe relative tnviuuon of foe liquidator, m iKi-ordarikC with foe terms arising 
from the present Amounccmetn and from ilh offer, as finally formulated, then the amount of the guarantee sated above is 
fo rf eited to the Liquidator to cover expense* of all ktmU, time spent and any real or paper loss suffered by hinucif anti bs foe 
creditor, witta no obligation on foeir pan to provide evidence fo such kaa « coreddcr fod the amount has been forfeited os a 
penalty clause, and collect it from the guarantor bank. 

15. The liquidator ban no responribihiy or obligation towards participant* in the auction, both with regard lo foe drafting of foe 
evaluation report on foe bids or to the Liquidator's proposal regarding the highest bidder. Also be is tux rrspatvuhli md nor is 
be under any gMigation to parncipanM in foe auction ia the event of a eanoeilalian or invalidation of foe auction if ns result is 
deemed unsatisfactory. 

lb. Those p articipating in the auction and who have submitted offer* do om acquire any entiilctnem. claim or demand, on foe 
strength of the present announcement or foeir participation in foe auction, agabtai foe liquidator or the cmluore for ui> .— — 

or reason 

17. The buyer of foe company under iKjnkfcrtkw will not be entitled to use the words "PIRAIKI-PATRAIKI” a. a name. 
Mdtnafo or in any other way . 

IS, fa acoonteDee with para. 13 of article 4ttoor Low lW>2fl99n the sale contract, the t n u maiption, and any other action tnvohcd 

to iBeiioreitkia. are exempted froftiStau or tiunl party uses, does or stamp duty while foe rights and fee* of notaries, lawyers. 

supervisor* and legbuji* of mesigaiies ore limited so 30% of foe figure m quesUon. Transfer expense* of foe axoem for ule 
(VAT. fees, rights and tuber expenses! stall be hour by the bsiyers. 

The present announce meal has been drafted to Greek and to English to translation. In any event, however, foe Greek text will 
prevail. 

For any farther taTonnantm and for the Confidential Offering Memorandum, interested parties may apply to foe offices of Uw 
liquidating company: 

BTRA FINANCE FteaneU and Economic Servlem S^. 1 ErmoatiMmoM Street, 4ft floor. Athens. Greece 
U h +30-1-726.0210, 72AOZ7S, 72AJBSM and fax: +30-1-7Z6.0S64. 
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INTERNATIONAL NEWS DIGEST 


Israel ‘ready for 
talks with Syria’ 


Australia N-ban move sought 


Major powers may ask Australia, with its strong 
anti-nuclear credentials, to bypass India's veto on a draft 
nuclear test ban treaty by putting the pact before the 
United Nations General Assembly, diplomats said 
yesterday. “Australia has tbe credibility, the tradition in 
disarmament and the ability to talk to both sides,” said 
one diplomat 

Diplomats said the five declared nuclear powers - the 
US. Russia, China. Britain and France - who all now back 
< the draft treaty, believed It would be counter-productive 
to intervene themselves. They considered Australia best 
placed to present the draft treaty, which India formally 
prevented from being adopted on Tuesday, to the 
assembly in tbe form of a resolution calling for a swift 
signing ceremony. 

Asked about the possibility. Australian disarmament 
ambassador Mr Richard Starr said nothing would be 
decided before a Conference on Disarmament meeting 
today due to wrap up the Geneva talks. 

“Three years of hard and patient worts have gone Into 
that text and many years of expectation before that. It 
cannot just be left to die,” he said. Reuter, Geneva 

India unites over nuclear arms stance. Page S 


Iran ‘attacked Iraqi Kurds 9 


An Iraqi Kurdish militia group said yesterday that 
Iranian artillery units have pounded its positions in 
northern Iraq in support of a rival Kurdish group, killing 
or wounding around 100 people. “The Iranian Islamic 
regime has entered the war on behalf of its PUK (Patriotic 
Union of Kurdistan) quisling.” the Kurdistan Democratic 
Party (KDP) said. 

Fighting between the two Kurdish groups broke out last 
weekend, shattering a ceasefire brokered by tbe US early 
last year. The KDP. led by Massoud Barzanl. said Iranian 
forces had been firing heavy artillery and Katyusha 
rockets into northern Iraq from inside Iran every day 
since August 18. It called on the western allies who shield 
northern Iraq's Kurds against any attack by Baghdad to 
halt gholUng 

A US, British and French air force, known as Provide 
Comfort, has been patrolling northern Iraq since shortly 
after the end of the 1991 Gulf war. Reuter, Ankara 


WORLD TRADE NEWS DIGEST 


Hanoi to alter 
investment law 


Details have emerged of proposed changes to Vietnam's 
foreign investment law, which Hanoi hopes will help 
I channel foreign capital into areas that need them most. 

A draft amendment to the law said foreigners would be 
encouraged to invest in Infrastructure, agriculture and 
forestry, export processing and industrial zones “where 
then? are severe socio-economic conditions". Shipbuilding, 
electronics and food processing were also made priorities. 

Vietnam has said it wants to be more selective in 
approving foreign projects, but the draft is the first 
indication of what it means by this. 

The approach comes as Vietnam expects the value of 
foreign project approvals this year to fall to $6.5bn against 
$7.5bn last year. Total project pledges so far amount to 
S20bn. 

The draft also said Hanoi would ban foreigners from 
setting up wholly foreign-ownod ventures in the fields of 
insurance, auditing, hotels, the media, port and airport 
construction, and generation and distribution of 
electricity. Jeremy Grant, Hanoi 


Taiwan seizes $2bn software 


Taiwan government agents have seized USS2bn worth of 
counterfeit software and detained more than 70 suspected 
bootleggers, officials said yesterday. 

The island's largest-ever anti-piracy force stormed 126 
businesses across the island. "The effort was Intended to 
eliminate pornographic and pirated compact disc 
software," on Investigator said. “Some 64.000 copies of 
illegal discs were found.” 

The day's haul Included 50,000 compact discs of 
computer software stolen from top International 
companies. Such discs can contain hundreds of megabytes 
of counterfeit software each, but sell for as little as TSSOO 
($29) in Taiwan. Hauler, Taipei 


China launching new satellite 


rhinn plana its next satellite launch before the end of the 
year, despite a failure over the weekend, the China 
Aerospace Corp said yesterday. 

The next launch will depend on the weather. . . and 
preparations. H a spokesman added. No lau n ch contracts 
had yet been cancelled. 

On Sunday, the domestic communications satellite 
launched aboard a Long March 3 rocket from Xichang 
Space Centre, south-west China, went into a lower orbit 
than planned and is unlikely to be salvaged. 

The Chinnpac-7 satellite was built by Hughes Space and 
Communications of the US, a unit of General Motors. It 
was launched for domestic television and telecoms use by 
China Telecommunication Broadcasting Satellite Corp, 
part of the Ministry of Posts and Telecommunications, 
having an insured value of 8120m. Reuter. Bating 


Turkey joins Iraq trade fairs 


Turkish companies will take part in trade fairs in Iraq in 
August and November, In an attempt to Increase the 
volume of their trade with Baghdad, Turkey’s Anatolian 
news agency has said, quoting Foreign Minister Tansu 
CUller. 

Turkish businessmen, who launched several trade 
miwiiTOi to Iraq last month, have said they could supply 
Iraq with goods worth $870m. the entire amount Bag h dad 
has allocated to food purchases. Iraq’s oil sales could 
[ begin by mid-September, Mrs Ciller added. Reuter. Ankara 


NEWS: INTERNATIONAL 


De Klerk apologises for S Africa’s past 


By Roger Matthews 
bi Cape Town 


With tensions running high between Tel Aviv and 
Damascus, Israel asked Washington yesterday to pass a 
message to Syria that it wanted peace and was ready to 
begin negotiations without preconditions. 

"The message that we sent to Assad is that Israel is 
ready at any time to enter peace negotiations.” Israeli 
foreign minister David Levy told Israel Radio. However 
Mr Levy, who said he gave the message to US ambassador 
Martin Indyk, took the opportunity to attack Syrian 
rhetoric. 

"The voices coming out of Damascus are bad, not good. 
The media. . . are full of expressions and declarations that 
must be worrying. . . this artificial atmosphere is very 
dangerous." he said. 

A senior Israeli legislator earlier said intel l igence 
agencies were increasingly concerned that Syria may opt 
for war to break a deadlock in peace talks. Tensions have 
mounted since rightwing prime minister Benjamin 
Netanyahu took office in June, vowing to retain the Golan 
Heights, captured from Syria In 1967. Reuter, Jerusalem 


Mr F.W. de Klerk, former 
president of South Africa, 
admitted yesterday previous 
National Party leaders were 
deeply mistaken when they 
introduced apartheid, and 
apologised for human rights 
'abuses committed in that 
era. 

“I retain my deep respect 
for our former leaders. 
Within the context of their 
time, circumstances and con- 
victions they were good and 
honourable m en , thou gh his- 
tory has subsequently 

shown that, as far as the pol- 
icy of apartheid was con- 
cerned. they were deeply 


mistaken in the course on 
which they embarked," he 
said. 

Acknowledgment of guilt 
came as the leader of the 
National Party gave evi- 
dence to the Truth and Rec- 
onciliation Commission set 
up to Investigate human 
rights abuses under apart' 
heid. The ruling African 
National Congress makes Its 
submission today. 

Mr de Klerk and his party 
would have preferred to 
draw a line under April 27, 
1994, when elections com- 
pleted the formal transition 
from apartheid to democ- 
racy. But the ANC insisted 
on the truth commission, a 
bridge between past and 


future, letting victims tell 
their stories and seek repara- 
tion, and perpetrators con- 
fess and apply for amnesty. 

While testifying on the 
past, Mr de Klerk is thinking 
of the future. The National 
Party, the organisation 
which gave the world atari- 
held, seeks today to be at the 
heart of a new political force 
which might one day eject 
the ANC from office. So Mr 
de Klerk, promising to be 
"open, frank and helpful” in 
his evidence, was Inevitably 
facing both ways. 

The ANC had arranged for 
demonstrators to greet him 
at the aptly named Good 
Hope Centre in Cape Town, 
their placards reminding Mr 


de Klerk of his party’s past. 
Bat the Nationalists packed 
the audience, providing their 
leader with a hero’s wel- 
come. Archbishop Desmond 
Tutu, who heads the cam- 
mission, was greeted with, 
less enthusiasm. 

Mr de Klerk said be did 
not intend to excuse “many 
unacceptable things" that 
occurred under National 
party rule. "They happened 
and caused immeasurable 
to many. I would 
like to express my deepest 
sympathy to all who suffered 
during the conflict. I, and 
many other leading figures, 
have already publicly apolo- 
gised. I reiterate those apolo- 
gies today.” 


It was an apology ranging 
from arrival of the earliest 
Dutch settlers to the collapse 
of communism. He ducked 
personal blame, saying "no 
president, minister, com- 
manding officer, or indeed 
archbishop, can know every- 
thing which takes place.” 

He added: “In dealing with 
unconventional strategies. I 
want to make it dear: within 
my knowledge and experi- 
ence they never included 
authorisation of assassina- 
tion. murder, rape or 
assault" 

Those carrying out such 
acts might have believed, 
incorrectly, they were fol- 
lowing orders; others might 

have been over-zealous, and 


there were those acting in 
bad faith. It had also become 
dear, he said, there were ele- 
ments in the security forces 
opposed to efforts to disman- 
tle apartheid. acting against 
his policies rather than the 
"revolutionary forces". 

Even less blame could 
attach to the “new” National 
Party, said Mr de hlerit. 
whose policies differed radi- 
cally from those of the old 
party -Over half voting for 
us at the last election were 
black, coloured, or Indian 
South Africans. Neither 
they, nor our younger wrote 
supporters, can or should be 

associated with apartheid 

policies of the past". 
Editorial comment. Page 9 


Israel’s religious parties flex their muscles 


I n the Knesset office of 
Rabbi Avraham Ravitz 
there is a spectacular 
mural photograph of Jerusa- 
lem struck by three simulta- 
neous bolts Of lightning 
For Israel’s increasingly 
nervous secular majority, it 
could easily symbolise the 
ascent to unprecedented 
power of Israel’s three reli- 
gious parties, and Its fear 
that they wish to visit the 
wrath of God on Israelis and 
push the state towards a the- 
ocracy. 

The National Religious 
Party and two ultra-ortho- 
dox parties, Shas, represent- 
ing Sephardi or Oriental 
Jews, and United Torah 
Judaism, representing Ash- 
kenazi or western Jews, won 
23 out of 120 Knesset seats in 
tbe May 29 elections. 

This amounts to a dou- 
bling of their parliamentary 
strength over the last 
decade. It also makes them 
an indispensable component 
of the 66 spa t majority coali- 
tion headed by Mr Benjamin 
Netanyahu of the rightwing 
Likud, and won them seven 
out of 18 cabinet portfolios, 
including interior, justice, 
education and the highly- 
prized homing ministry. 

This presence of religious 
fundamentalists alongside 
extreme rightwing national- 
ists in Mr Netanyahu’s cabi- 
net has strengthened irre- 
dentist demands to keep 
conquered Arab land and 



An ultra-orthodox Jew hangs an to a barrier as he resists arrest as thousands of religions 
Jews rioted to demand closure of Bar Dan Street on the Sabbath ituM 


expand Jewish settlement on 
it. It is alsn threatening to 
widen the gulf between the 
religious and the secular 
into a schism. 

The ultra-orthodox or Har- 
edi mTTmrvniHftc were given 
a strong regulatory hand 
over socio-religious practice 
by Israel's founding father, 
David Ben Gurion, in 1947. 
in part to head off Jewish 
religions opposition to the 
state of Israel, created the 
following year. Ultra-ortho- 
dox rabbis won control over 
burials and marriages; reli- 
gious schools got autonomy; 
public institutions had to 
serve kosher food, and close 


on the Sabbath. But this 
so-called “status quo” also 
g uaranteed the civil and reli- 
gions rights of all other 
Israeli citizens. 

But as the Haredim - 
whose birth rate is around 
four Hmr»fi the Israeli aver- 
age - grew in numbers and 
influence, they have periodi- 
cally bid for mare. After con- 
centrating on securing hous- 
ing and schools for their 
communities, their success 
in May's elections Hag wid- 
ened their sights. In particu- 
lar. they want to rewrite the 
Law of Return to stop immi- 
gration by non-Jews. 

Mr Netanyahu, who must 


haiiinr«o fhgrrr demands with 
those of his secular coalition 
partners, could not have 
won without the bloc sup- 
port delivered by the rabbis. 
He may not be able to gov- 
ern without the fundamen- 
talists, who are now pressing 
their advantage on the bat- 
tle-line of Bar Ban Street in 
Jerusalem. 

Bar Dan is a four-lane 
artery running from the old 
Green Line dividing East 
and West Jerusalem to the 
Tel Aviv highway. Fifteen 
years ago, around a third of 
the surrounding population 
was Haredi. Now that figure 
is nearly 100 per cant. "It's a 


bit ufc« the effect of blacks 
moving Into a white area; in 
t h is case we are the blacks." 
says Rabbi Ravitz. parlia- 
mentary leader of United 
Torah Judaism. 

For over a month now, 
Haredim tn their trademark 
heavy black coats, fedoras 
lywaflic fur caps, have 
gathered each Saturday to 
demand the road's closure 
on the Jewish Sabbath, ston- 
ing passing cars and clash- 
ing with secular demonstra- ■ 
tors and police. The Supreme 
Court last week threw out 
tbe ultra-orthodox demand, 
instead setting up a commis- 
sion to study traffic move- 
ment on the Sabbath in the 
Holy City, where nearly a 
quarter of the population is 
Haredi.. 

This was greeted as “a dec- 
laration of cultural war” by 
UTJ Knesset member Moshe 
Gafni. But plans to bring 
Jerusalem to a standstill are 
on hold, while the religious 
parties take aim at the 
Supreme Court, a secular 
bastion which has stood firm 
against religious legislation 
from the Knesset, and kept 
the 1947 "status quo” alive. 
The UTJ and Shas have 
called for a new law on road 
closures to by-pass the 
Supreme Court, and threat- 
ened to leave Mr Netan- 
yahu’s government 

Bar Ran has thus become 
tbe symbol of Israel’s half- 
century struggle between 


the religious and the secular. 
Mr Oman Yekutieli, Jerusa- 
lem city councillor for the 
militantly secular Meretz 
party. Labour's ally in the 
coalition defeated In May. 
says giving way on Bar Han 
would turn Jerusalem into 
"a new Tehran.” ruled by 
rabbis instead of mullahs. 

Rabbi Ravitz says it is the 
Supreme Court’s blundering 
sectarianism which has ele- 
vated Bar Ban to this status. 
“We had no intention of 
making it a symbolic issue.” 
he says. "They should have 
treated it as a local prob- 
lem.” " 

He dismisses a recent Inci- 
dent, when female education 
ministry employees were 
stoned and spat on for wear- 
ing short sleeves. 

He vigorously denies that 
the ultra-orthodox have 
theocratic ambitions. “If we 
were a majority of 60 or even 
70 per cent, we could not, 
according to our beliefs, 
force tbe secular minority to 
change their way of life. 

In the past, Israel's reli- 
gious parties have tended to 
be much more pragmatic 
than they sound, moderated 
by state patronage they can 
win for their communities. 
Yet never before have they 
been in such a commanding 
position, and that alone 
means Bar Ran cannot be 
just “a local problem.” 


David Gardner 


NEWS: WORLD TRADE 


Arco in $3.5bn Venezuela oil venture 


By Raymond CaBtt 
In Caracas 


Atlantic Richfield Company 
(Arco), the US oil company, 
yesterday signed a S3.5bn 
agreement with Corpoven, a 
subsidiary of state-owned 
Petrdleos de Venezuela 
(PDVSA), to develop an 
extra-heavy crude oil field in 
eastern Venezuela. 

The strategic association 
marks the return of Arco to 
Venezuela after an absence 
of 20 years, following nation- 
alisation of the country’s oil 


industry In 1976, and is part 
of a wave of foreign oil com- 
panies seeking a stake in 
Venezuela’s hydrocarbon 
reserves, the largest outside 
the Middle East 
“We have a project with 
the type of potential that 
Arco is permanently seeking 
but is seldom found,” said 
Mr Mike Bowlin, president of 
Arco. He added that the deal 
would not have been possi- 
ble without “PDVSA 's good 
business sense” and said 
“this was an opportunity to 
work with one of the best 


managed state petroleum 
companies.” 

The joint venture will pro- 
duce and upgrade some 
200,000 barrels per day of 
extra-heavy crude oil from 
the Orinoco Belt, some 
370 km southeast of the capi- 
tal Caracas. The upgrading 
plant is to go on stream In 
the year 200L 

The government cele- 
brated the deal, which Is 
subject to congressional 
approval, as an Indication 
that Venezuela once again 
had an attractive investment 


climate after the implemen- 
tation of market-oriented 
reforms and the signing of a 
standby agreement with the 
International Monetary 
Fund in ApriL 

“This strategic alliance 
reaffirms the confidence 
which international inves- 
tors have in the fixture of the 
country and in the develop- 
ment of new businesses," 
said Mr Guillermo Archfla, 
president of Corpoven. 

During Its lifetime the 
project is to generate some 
$33.5bn in sales, of which 


about 66 per cent would be 
injected into the Venezuelan 
economy. 

Earlier this year Vene- 
zuela signed a series of prof- 
it-sharing ventures with for- 
eign consortia, bringing 
some $11 bn of investment 
over the next 10 years. Nego- 
tiations with two other US 
oil companies, Exxon and 
Mobil, also to develop extra- 
heavy crude oil fields, are 
said to be wen advanced. 

“Venezuela is aggressively 
seeking to develop and mar- 
ket its untold heavy crude 


oil reserves, and they're 
starting to get the invest- 
ment and those long-term 
commitments to make It 
happen,” said Mr Steve 
McAllister, US director of 
petroleum services with 
Price Waterhouse in Car- 
acas. 

PDVSA, already the 
world's second-largest petro- 
leum company and ranked 
as one of the most efficient 
by the Petroleum Intelli- 
gence Weekly, says its open- 
ing to foreign capital Is irre- 
versible. 


Isuzu, Honda reject charges 
by US consumer organisation 


By Mlchiyo Nafc amoto 
in Tokyo 


Isuzu and Honda yesterday 
rejected claims by an influ- 
ential US consumers* group 
that sport utility vehicles 
sold by the Japanese compa- 
nies were liable to roll over 
and should be recalled. 

"We cannot but be sur- 
prised by the test results of 
the Consumers’ Union.” 
Isuzu said in a statement. 
Both companies said that 
they were confident of the 
reliability of their vehicles 
and that they would need to 
thoroughly review the test- 


ing methodology used by the 
US consumers’ group. 

The Consumers' Union 
said In the latest issue of its 
Consumer Reports that the 
1995 and 1996 models of the 
Isuzu Trooper and the 1996 
Honda Acura SLX, which is 
made by Isuzu and sold 
under the Acura badge, 
almost tipped over in routine 
avoidance-manoeuvre tests. 

The consumers’ group Is 
asking tor a halt to sales of 
the vehicles and a recall for 
those already sold, it has 
also asked the US National 
Highway Traffic Safety Asso- 
ciation to Investigate 


the design of the vehicles. 

ISUZU, which inanpfq^r - 
ers the vehicles In Japan, 
said that the Trooper was 
fully up to US safety stan- 
dards and that authoritative 
test reports, as well as insur- 
ance companies, had given 
the Trooper higher than 
average ratings. The SLX 
was “a safe and reliable 
vehicle when driven in a 
responsible manner,” said 
Acura. the US Honda dealer- 
ship which sells the SLX. 

Isuzu sold 23,600 Troopers 
last year, according to Ward, 
an industry magazine, while 
Honda aims to sell 5,000 


SLXs this year. The vehicles 
are sold in Japan as the 
Isuzu Big Horn and the 
Honda Horizon. 

The Consumers’ Union, 
report coaid have a serious 
effect on sales of tbe 
vehicles, regardless of the 
final verdict on reliability. 

“The chances are very 
high that there will be a 
damaging effect” on Isuzu 
Trooper sales, said Mr Tak- 
aki Nakanlshi, industry ana- 
lyst at Merrill Lynch in 
Tokyo. He said that, if tbe 
consumer reaction to tbe 
report turned out to be like 
that towards a similar case 



The Isuzu Trooper: 1995 and 1995 models have come under 
scrutiny in Consumer Reports magazine to the US 


involving Suzuki in 1988, it 
could result in a very diffi- 
cult situation for Isuzu. 

Suzuki, the Japanese car 
manufacturer, faced a rash 
of lawsuits after a 1988 Con- 
sumer Reports article gave 
its sport utility vehicle, the 
Samurai, a poor rating. 
Although a US government 
report cleared the Samurai, 


Suzuki faced about 240 law- 
suits related to roll-over acci- 
dents involving the Samurai, 
Including a $90m class action 
in California demanding 
Suzuki fix defects in all 
Samurais bought by 45,000 
California owners. US Samu- 
rai sales slumped and the 
company stopped making 
the model there. 


Apec plans ‘smart cards’ for business travel 


By Edward Luca In Davao 
City, PhflJppkws 


Members of tbe 18-nation 
Asia Pacific Economic 
Co-operation Forum yester- 
day sought to enliven what 
are widely seen as highly 
procedural trade talks when 
they agreed to a proposal to 
introduce travel "smart- 
cards” for businessmen 
crossing international bor- 
ders. 

The cards, which could in 
some cases replace visas as 
well as expedite business- 
men’s passage between Apec 
countries, could be available 
as early as November, when 
Apec heads of state meet in 


Manila, officials said. 

The plan, designed to 
improve trade ties between 
Apec countries, was put for- 
ward by Australia and 
strongly embraced by sev- 
eral countries, including 
Thailand, Singapore, South 
Korea and the Philippines. 

“This basically will be in 
lieu of a visa and there will 
be an accreditation system 
in which businessmen will 
be certified, by their own 
economies and the names 
forwarded to other econo- 
mies,” said Mr Antonio Bas- 
il lo. chairman of the Apec 
senior officials* meeting. 
The Idea was that “once 
these cards are issued the 


businessmen just breeze 
through customs, and immi- 
gration, the card Is swiped 
to a card reader and all- the 
information wifi be there.” 

Acceptance of the “smart- 
card” visa - which ft is 
thought will take longer to 
emerge among other mem- 
bers of the free trade body, 
notably the DS - followed 
talks on the more detailed 
individual .action plans 
(IAPs) on trade liberalisa- 
tion. 

Thirteen of the 18 IAPs, 
which are supposed to spell 
out each member's plan to 
cut tariffs across 15 sectors 
by 2010 for developed coun- 
tries and by 2020 for devel- 


oping members, have been 

“resubmitted” since they 
were first presented in May. 
The move came after criti- 
cism that some of the docu- 
ments lacked detail. Offi- 
cials said the new IAPs were 
a considerable improvement 
cm the original dnrniuw ito. 

But Apec officials said 
most of the plans were still 
open to interpretation and 
often contained only vague 
indications of when the tar- 
iff cuts would take place. 

Apec members have 
pledged to produce more 
detailed documents, which 
would indude specific time- 
tables, before foe heads of 
state meeting in November. 


The 18 countries - which 
also include Canada. China, 
Japan, Hong Kong, Indon- 
esia, Brunei, Chile, Papua 
New Guinea, Taiwan, Malay- 
sia, New Zealand and 
Mexico - also agreed to dis- 
cuss rules on the criteria for 
foe entry of new members. 
Countries such as India, 
Vietnam and Russia have 

expressed the desire to join 
Apec. 

“Basically, if we cannot 
agree on proper criteria for 
new members before Novem- 
ber, there will be «nnth er 
three-year moratorium on 
applications,” one official 
said. “At the moment. It 
could go either way.” 


The officials* meeting, 
which ends at the weekend, 
will also discuss whether 
Apec should take a common 
tine at the World Trade 
Organisation's first ministe- 
rial meeting, to be held in 
Singapore in December. 

Divisions between the US 
and most Asian members on 
new trade issues, notably 
labour rights and environ- 
mental regulations, mean a 
common front is unlikely. 

TJe US proposal to scrap 
global barriers to trade in 
information technology is, 
however, thought to have a 
better chance of being 
{Jfcepfad by Apec before the 
Singapore meeting. 
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LEGAL DEFINITIONS 

ambiguous a 1 person who writes the 
wrong won! equally wen with the right and 

left hands 2 words in a contract which have 
an obscure or double meaning, see 
ROWE & MAW: asap iph 0171-248 4282) 
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IN BRIEF 


Scania float gives 
Investor SKr 1 1 bn 


Sweden's Investor, the Wallenberg empire's 
ma i n investment vehicle, its ear- 

lier this year of a 55 per cent share of Scania, 
the truckmakar, had left It with a cash hoard of 
SKrtO.Shn (tl.62bn). Page 12 

Mo Do downbeat on prospects foryear 

MoDo. the Swedish forestry products company, 
said orders for wood pulp and paper grades were 
increasing but cautioned against expectations of 
a recovery In profitability in the remainder of 
the year. MoDo announced a 86 per cent drop in 
first-half profits to SKrt.68bn (5260m). Page 12 


Nordbanksn gains 18% to SKrSJttm 

Nordbanken. the partially privatised Swedish 
bank, said falling interest rates and low loan 
losses helped push operat in g profits up 18 per 
cent in the first half from SKrS^bn to SKr&8bn 
(S672-2m) after a strong second quarter. Page 12 


Overcapacity damps US retail hopes 

Analysts believe the US retail sector, for which, 
results for the second quarter to July are pour- 
ing in. Is heading for a better Christmas than 
last year's dismal affair. Yet the industry con- 
tinues to be plagued by overcapacity, cut-throat 
competition and poor margins. Page 18 

Commonwealth Bank improves 133% 

Shares in Commonwealth Bank of Australia ral- 
lied after the commercial hawk minmnwniri a 133 
per cent increase in after-tax profits to A$i.l2bn 
(USSSSOm) in the year to June 30. Page 13 

Cross-channel war claims first victim 

The cross-Channel ferry price war claimed Its 
first victim when the UK’s Mersey Docks & 
Harbour announced the closure of its passenger 
ferry service between UK and the Netherlands. 
Page 14 


Martay upbeat cm overseas outlook 

Mariey. the UK-based building materials group, 
said it remained unsure about Its domestic pros- 
pects but was upbeat about Its overseas perfor- 
mance. Page 15 

QoKd miners venture to volcano's edge 

Lihir Island, 700km from the Papua New Guinea 

mainland in the Pjsmar k Sea, nwntwina one of 

the biggest undeveloped gold deposits in the 
world. But recovering its gold is unlikely to be 
straightforward - the mine will include one side 
of a dying volcano and the area experiences 
“moderate" seismic activity. Page 18 

Cltfe and HSBC reach record highs 

In Hong ^ong, shares in HSBC Holdings, the 
banking group, and Citic Pacific, the Chinese 
investment company, both hit record highs as 
the Hang Seng index rose 15439 to 9.83L04 Page 
28 
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CS Holding disappoints with 20% increase 


By WiBara Han In Zurich 


CS Holding, Switzerland’s 
s e co nd biggest hanking group, 
disappointed the stock market 
yesterday with a 20 per cent 
rise in its first-half net income 
to SFr830zn (gssr^m). 

A record first-half perfor- 
mance by CS First Boston, the 
group's investment bank, was 
partly offset by higher staff 
bonuses and the need to make 
i n creased provisions for prob- 
lem loans in the domestic 
Swiss kawHwp business. 


CS Holdings, which Is 
restructuring its business, is 
the last of the big three Swiss 
banks to report first-half 
results. Analysts noted that Its 
first-half performance looked 
sluggish compared with the 
one-third rise in net income 
reported by Union Bank of 
Switzerland and Swiss Bank 
Corporation. 

CS Holding shares, which 
have outperformed the rest of 
the banking Bector this year, 
yesterday fell SFrl.75 to 
SFT128.25. Mr Thomas Bleri, 


hanMnp analyst at Zurich Can- 
tonal Bank, said the difference 
in performance between CS 
Holding and the other two 
banks underscored the need 
for the restructuring. Under 
the plan, announced in July, 
CS will abed 5,000 jobs to cut 
operating costs by SFrVOOm a 
year. 

The group’s operating 
expenses, the highest of the 
Swiss banks, rose in the cur- 
rent half by 17 per cent to 
SFr3.9bn - only slightly less 
than the 19 per cent growth In 


operating Income to SFr6.4bn. 
The expenses were inflated by 
a SFr400m increase in perfor- 
mance-related staff bonuses, 
mainly at CS First Boston, 
where first half pre-tax profits 
rose 56 per cent to S236m. 

Mr Hans Kaufmann. bead of 
equity research at Bank Julius 
Baer, said the scale of the 
increase in bonus payments at 
CS First Boston was disap- 
pointing. “Only a quarter of 
the earnings improvement (at 
CS First Boston) is coming 
through to shareholders. The 


rest appears in the pockets of 
CS First Boston's managers.” 
said Mr Kaufmann. The sys- 
tem needed to be changed 
urgently, especially if CS Hold- 
ing was to buy out the minor- 
ity shareholders in the US 
bank. 

The biggest contribution to 
the growth in the group's first- 
half earnings was a 27 per cent 
rise in net commission income 
to SFr2.-12bn. However, CS 
Holding still earns u smaller 
proportion of its income from 
this source than its big Swiss 


rivals. It also remains more 
dependent than them on rela- 
tively unstable trading profits. 
In the current half year, trad- 
ing income rose -1 per cent to 
SKrl .9bn. 

The other factors which 
depressed the group s first-half 
performance were a sharp drop 
in income from equity Invest- 
ment*. primarily reflecting a 
fall In the contribution from 
its stake in the F.leetrmvatt 
industrial group, and a 59 per 
cent jump In provisions to 
SKr5-Um. 


Volvo 
held back 
by US 
truck 
division 


By Hugh Camegy 
in Stockholm 


Volvo, the Swedish motor 
manufacturer, yesterday 
reported a 28 per cent fall in 
first-half profits as it revealed 
the full extent of problems in 
its US truck operations. 

Pre-tax profits tumbled from 
SKr5.33bn ($S07m) at the same 
stage last year to SKriUUftm as 
the sudden reversal in earn- 
ings in the truck division - 
the main engine at Volvo prof- 
its for the past two years - 
compounded weak results 
from the flagship car division. 

The scale of the M would 
have been even greater but far 
a SKr 1.5 bn one-time charge 
incurred in the first half last 
year. The result was not unex- 
pected by the markets, but 
Volvo’s most-traded B-sbare 
fell SKrLSO after the news to 
close at SKrlSSJSO. 

The main blame was placed 
on a slump in performance by 
Volvo GM Heavy Truck, the 
US operation in which General 
Motors has a 18 per cent 
share. The company’s North 
A merican sales fell 81 per cent 
and its market share slipped 
from 11.5 per cent to 9.5 per 
cent. 

Losses from the US - com- 
bined with weak results tram 
South America - led to a col- 
lapse in Volvo's truck division 
operating profits from 
SKr2J)bn in the first half of 
last year to SKrlbu. In the 
second quarter, the division 
posted earnings of SKrS47m, 
compared with SKrl.4bn in 
the same period a year ago. 

The reversal eclipsed a 
minor recovery in Volvo’s car 
division, which retained to a 
small profit In the second 
quarter after two successive 
quarters in the red. But the 
surplus of SKr338m was still 
well down on the SKr650m 
profit made in the second 
quarter of last year. 

Volvo moved to stem the US 
losses earlier this month by 
removing the head of US 
operations and the chief finan- 
cial officer at Volvo GM. Mr 
Karl-Erling frogen, head of 
Volvo's truck operations, has 
taken personal control until a 
new chief is appointed. 

Mr Trogen said yesterday 
some of the losses were due to 
heavy costs associated with 
the introduction of a truck on 
to the US market later this 
year. 

However, he acknowledged 
that there had been a serious 
slip-up in the sales operation 
which had underperformed in 
a market which had not 
proved as weak as Volvo had 
anticipated earlier in the year. 

"We will cut the losses in 
the US operations during the 
rest of 1996 but I do not 
expect we will be back to 
break-even until the first half 
of 1997," Mr Trogen said. 

Volvo’s total track sales 
worldwide fro in the first half 
from 3&340 units to 3S£40, a 
toll of 18 per cent. 

The numbers were held up 
by an increase of sales of IS 
per cent tix Europe where 
Volvo said it Increased its 
market share to 16,8 per cent 

Volvo’s car sales, mean- 
while, fell 12 per cent from 
198,790 vehicles to 174,570. 
One reason was a series of 
delays in introducing Volvo’s 
new medium -sised S40 and 
V40 model. 

However, Volvo said it 
would reach ft* target of prod- 
ucing 65,000 of the new cars 
this year. 

Volvo said St -had made a 
capital gain of SKr7-8fcu from 
its sale last month of a 10 per 
cent stake in Pharm a ci a & 
Upjohn, the pharmaceuticals 
group, which would be 
Included is the third-quarter 
result. 
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KHD cuts loss 
after restating 
figures for 1995 


The sky's the limit: Europe's tallest skyscraper, Commerzbank's headquarters in Frankfurt, 
nears completion. The building, 259 metres high, beats by two metres the previous record holder. 
Messeturn (Trade Fair) also in Frankfurt The topping-out ceremony is tomorrow. 


By Sarah Althaus In Cologne 


KlOckner-Humboldi-Deutz. the 
German engineering company 
which almost collapsed this 
year, yesterday reported lower 
interim losses. It also dis- 
missed suggestions it had any 
warning of the DM 1 bn ($671 ml 
losses arising from three Saudi 
Arabian cement plant con- 
tracts. 

KHD drew up a new set of 
1995 results following ihe dis- 
covery in June of losses Inst 
year of DM963m at KHD-Hum- 
boldt-Wedag, the group’s 
cement plant subsidiary. 

In the first half of this year 
to June, group losses, exclu- 
ding the effects of a DM1.06bn 
rescue package drawn up by 
creditors, narrowed from a 
restated DMlfrlm to DM 109m 

"We categorically deny all 
suggestions that we. and I per- 
sonally, knew anything about 
the Humboldt-Wedag losses." 
said Mr Anton Schneider, 
chairman. "All we can 
reproach ourselves for Is not 
discovering the deception ear- 
lier.” 

Mr Schneider said responsi- 
bility for "the catastrophe" at 
the plant engineering unit lay 
solely with Humboldt-Wedag's 
management. He said that 
"systematic manipulation” of 
cost estimates and reports on 
the Saudi projects, one of 
which is still unfinished, had 
kept KHD and its creditors in 
the dark about the problems. 

He criticised the "unbeliev- 
able lengths it [Humboldt- 
Wedag] went to, to carry out 
Saudi demands for work not 
even covered in the contracts”. 
Investigations have been 
launched by the state prosecu- 
tor in Cologne against 15 peo- 
ple. including three former 


Humboldt-Wodag executives. A 
report by the Deutsche Indus- 
rrie-Treuhaml auditing firm 
had cleared both himself and 
Mr Klaus Falelniann. chief 
financial officer, of any mis- 
management. be .said. 

Including the effects ni the 
rescue package, KHD i rested a 
group surplus of DM81H.6m in 
the first six months. Deutsche 
Bank, which owns a -17.7 per 
cent stake in KHD and Is its 
main creditor, helped put 
together the rescue deal - the 
third time KHD has been 
bailed out since 1989. 

Interim group sales rose 
from DMl.lTbn to DM1.2hn. 
New orders, the figure that 
companies such as KHD fre- 
quently cite as the brat Indica- 
tor of future prospects, 
dropped 9 per cent from 
DMi.Gbn to DM1.4bn. 

As part of the rescue pack- 
age, slightly less than half the 
company, including Humboldt- 
Wedag, will be sold off. The 
remainder, which will be 
renamed Deutz following the 
annual shareholders meeting 
on September 10. will concen- 
trate on making diesel engines 
and be run by the existing 
management. 

As part of the bail-out, KHD 
received cash worth about 
DM800m. This would enable 
the group, including Hum- 
boldt-Wedag. to break even In 
1996 after a restated 
DM1.134bn net lass last year, it 
said. The group originally 
reported a DM1 74m loss for 
1995. 

The company said the motor 
engine division would break 
even. Soles at the unit wen- 
expected to total up to 
DM2.3bn, and are expected to 
rise a further DM200m in 1997. 
Mr Schneider said. 


Go! Discs head 


quits following 
PolyGram deal 


By Alice Raws t ho m in London 


Mr Andy Macdonald, founder 
of Go! Discs, one of the UK’s 
most successful independent 
record labels, yesterday 
resigned in protest as Poly- 
Gram, the Dutch entertain- 
ment group, took control of 
the company. 

Describing the PolyGram 
deal as an "oppressive acquisi- 
tion'’, Mr Macdonald, 39, said 
he was leaving with "the 
greatest reluctance". He 
founded Gol Discs, which 
includes Paul Weller and Por- 

tlshead among its roster of art- 
ists, in 1993 With £500 ($760) in 
savings. 

PolyGram, which is con- 
trolled by Philips, the Dutch 
electronics group, said it was 
•very sorry" to see Mr Mac- 
donald go, adding that It had 
negotiated with him "for 
many, many months" hoping 
be would stay on as managing 
director of the label 
Neither PolyGram nor Gol 
Discs would disclose the value 
of the acquisition. However, 
the deal is thought to have 
netted Mr M acd on ald several 
minion pounds, 

The two companies have 
bees linked since 1967 when 
PolyGram acquired a 49 per 
cent stake in Go! Discs. The 
label baa since thrived by nur- 
turing best-selling acta such as 
The Beautiful South and 
Gabrielle, as wall as Portls- 
bead, who won last year’s Mer- 
cury Music Prize for their 
album. Dummy, and Paul 
Weller, one of this year's Brit 
award winners. 

The agreement came up 
far renewal this year, thereby 
triggering the negotiations 


that led to the rift with Mr 
Macdonald. 

His departure underlines tbe 
fragile nature of tbe relation- 
ship between independent 
record labels and the "majors", 
multinational entertainment 
groups such as PolyGram, that 
dominate the global music 
business. 

Earlier this summer, Sony 
Music was forced to compro- 
mise in its efforts to take con- 
trol of Creation Records, the 
independent label tha t discov- 
ered and signed Oasis, cur- 
rently one of the UK'S most 
successful rock groups. 

Sony, which already owned 
49 per cent of Creation, had 
hoped to buy the label out- 
right. but the co-fdunders. Mr 
Alan McGee and Mr Dick 
Green, threatened to resign if 
it did so- Instead. Sony agreed 
To pay them an estimated 
£l 2 m to extend for five years 
tbe sides' currant agreement, 
which gives Sony distribution 
rights tor all Creation's artists 
outside the UK. 

Mr Macdonald is believed to 
have tried to strike a similar 
deal with PolyGram. But Poly- 
Gram UK, now chaired by Mr 
John Kennedy, who In his pre- 
vious job as an entertainment 
lawyer represented Creation in 
the Sony deal, refused. 

Go! Discs is an important 
part of the Dutch group's 
music interests in tbe UK, tbe 
world's fourth largest record 
market which generated £lbn 
in retail sales last year. 

Music is PolyGram's core 
business and the resilience of 
Its record labels Is of critical 
Importance to the efforts of Mr 
Alain LOvy, chairman, to 
diversify into films. 
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NatWest takes the lead] 
in corporate banking 


By GUnrsn Oftowen, 
Banking C uwa aowida rH 


National Westminster tbnk 
hat ownakfn Barclays in 
gain ihr bi£gr»l nharr ni tbe 
UK oorpnralM buriuns mar- 
ket. arrmtbng U> a rev*«« by 
Chanend Hanker. U* aa*»- 
linn e£ the ChonnnaJ 
tMU, <a Bfuritnr*. 


Lard Atexdoder. chairman ' 

of NaiWoi, taid hit bank 

h*4 boon locualitB un tbe 

EwptnU! mnriw. "If* oitvl. 

ousty gonil i>* uw bpcnusr 

there is uo niHcilcai of out 

. buy Id? market chara by, 

ire lux, ra? Iwulfiw tfandwxl* T | 
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in a 

of che bus Ingwsi ranpanlM, 
Chartered Baobrr found ihat 
KatWaat was ratni by 
ftflonce ftrocun ut ;he besi 
bank for abort and medimn- 
te«n loans, treasury run 
adamant, laaatng. t«>rcl«a 
exchange and iniernaiivoal 
.ends. finsBto, ~ •* — 


Enough said. 


Why comment further when the FT article has said it all 0 
To find om how we can help you moke o success of your business, 
call Ceorye farrow, Senior Executive, cm 0171 454 2560 
and he - !! arrange for q NatWest Corporate Manager to contact you. 


NatWest 

More ihon just a bank 


Halid W mwfrwW Bonli Tfc. C UaHagi^ wd« ICZT eBP. Btynewd Wfc SWOB? 
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Nedlloyd buoyed 
by sale of offshoot 

Nedlloyd. the Rotterdam-based shipping and transport 
group, yesterday reported fust-half profit of FI 276m 
(SI 64.7m). against FI 96m In the comparable period. It 
attributed the increase to an extraordinary FI 273m gain 
from the sale of its Neddrill offshore drilling subsidiary to 
Noble Drilling, of the US. 

Excluding this extraordinary Income, net profit was 
FI 6m on turnover of Ft 3.4bn, a decline from the FI 38m 
posted in the first half of 1995 on turnover of FI 3.3bn. The 
ocean shipping division saw interim operating profit fall 
from Fi 48tn to FI 8m. Although depressed by adverse 
currency movements, the current half was inflated by a 
FI 46m capital gain associated with the sale of ships. 

When this is stripped out and the losses examined on a 
quarter -on-ouarter basis, the division moved from a 1996 
first-quarter loss of FI 44m to a second-quarter profit of 

FI 6m. 

Nedlloyd attributed this underlying FI 50m surge in 
ocean shipping to better efficiency, lower costs, and a 
slight improvement in volume sales and cargo mix. Rates 
remained “substantially lower" than last year, however. 
Neddrill. unconsolidated from July 1. further lifted its 
operating profit because of higher rental income and high 
capacity utilisation of drilling equipment. Nedlloyd's 
minority- stake in the Mart inair Airline was 
“disappointing” as a result of lower fares and higher fuel 
costs. In view of the tentative upturn in ocean shipping, 
Nedlloyd yesterday reiterated an earlier forecast that it 
would close the year at break-even or possibly in profit 
before extraordinary income. The company said no 
further extraordinary gains or losses were expected for 
1996. 

Apart from gain from the sale of Neddrill, the FI 273m 
profit figure includes a further FI 26m associated with a 
"refund” from the Nedlloyd pension fund. A further 
FI 75m refund was credited against 1995 accounts. After 
accounting far the Neddrill profit, Nedlioyd's 
interest-bearing debt declined from FI 1.63bn at year-end 
1995 to FI I_ 28 bn at the end of the first half. 

David Brown, Amsterdam 

Pricing dispute hits CEZ 

CEZ. the Czech electricity utility, reported a 7.5 per 
cent fall in pre-tax profits for the first half of the year, 
which it blamed on a revenue shortfall caused by 
outstanding pricing agreements with the country's 
regional distribution companies. The utility, which is 67 
per cent state-owned, made profits before tax of KC 9.6ibn 
($359m) in the six months to June 30 compared with 
K£ I0.39bn in the same period last year. The figures were 
calculated according to international accounting 
standards. Net profit fell 5 per cent to K£ 5.95bn from 
K£6£fibn. 

CEZ shares fell slightly on the Prague stock exchange 
on the results. However, analysts said they were In linp 
with expectations and the dip in profits had already been 
discounted by the market Mr Petr Voboril, CEZ director 
of planning and analysis, said the company had not 
signed distribution agreements with six of the eight 
regional distributors, which are resisting the utility’s 
request for an increase in the price charged for electricity. 
Revenues rose 9.3 per cent to KC 2&51bn from KC 26-09bn 
as sales volume climbed 8.6 per cent on higher demand 
for electricity during a particularly long winter. CEZ 
spent K& 9 .3bn on modernisation at coal-burning power 
stations, which have to meet new environmental 
regulations by the end of the decade. 

In June, it raised KC 6bn in two domestic bond issues, 
while its long-term indebtedness rose by KC 4.7bn in the 
period. Vincent Boland, Prague 

Eni reveals Saipem share sale 

Eni, the partially privatised Italian national oil group, 
yesterday revealed it has sold off 5 per cent of its holding 
in Saipem, the pipe laying and service company, for 
L 130b n (SBoJBm). Hie divestment was carried out 
discreetly and in stages during the year, leaving Eni with 
a 75 per cent stake. This is held mainly through its 
subsidiaries Agip, Snam and Sofid. 

The move is part of the oil group’s strategy of creating 
a wider share base in the stock market, while also 
providing Eni with a useful exceptional gain in advance 
of the sale of a second tranche of its own shares 
scheduled for autumn. Shares of Saipem, a world leader 
in its specialised field, have been a top performer on the 
Milan bourse, rising to L6.626 from L3.700 since the 
beginning of the year. The company anticipates a 
consolidated profit this year of around LISObn. In early 
September, the treasury is likely to announce the size of 
the next tranche of Eni shares to be sold. It could be as 
high as 20 per cent, following last year’s initial 15 per cent 
sell-off. Eni shares have fallen from a high in June of 
L7.800 to below L6.8Q0. Robert Graham. Rome 

Dry winter hurts Hafslund 

Hafslund. the Norwegian energy group, yesterday blamed 
a 28 per cent decline in first-half operating profits on low 
water levels for hydro-power production. Hafslund ‘s 
production fell 19 per cent in the six-month period, to 985 
gigawatt hours (GWh) from with 1,211 GVVh a year ago. 

Operating profit was NKrHXhn ($i5.9tn) against 
NKrl43m in the first half of 1995. Pre-tax profits slipped 
NKrtOm to NKrlSOm. Norwegian power production fell in 
the review period because a dry winter which left water 
levels low in the country’s reservoirs for hydroelectric 
production. Hafslund said electricity prices in the spot 
market were high and stable because of the low rainfall. 
Average spot level for the period to June 30 was NKrtL238 
per kilowatt hour (kWh) compared with NKrO.128 kWh 
last year. The group posted earnings per share of NKrl.12 
for the first half. Renter. Oslo 

Merck profits ahead 22% 

Merck, the German pharmaceuticals group, said net profit 
rose 22 per cent in the first half, to DM242m ($162m) from 
DM198m a year ago. Sales rose 8 per cent to DM3.44bn 
f rom DM3.19bn. Pharmaceutical sales climbed 10 per cent 
to DMi.91bm laboratory products were up 6 per cent to 
DMS33m; and special chemicals advanced 4 per cent at 
DM656&1. Merck said it expected business in the second 
half to show “a further positive development". 

AFX Afars, Darmstadt 

Mixed outlook at Bergesen 

Bergesen. Norway’s largest shipping company, yesterday 
forecast a mixed outlook for its businesses for the rest of 
the year, in spite of a more than two-fold rise in operating 
profits in the first six months. The group booked 
operating profits of NKr253m in the period to June 30, 
compared with NKriOSm a year ago. Profit before tax was 
NKrlS3m against NKr264m. 

The pre-tax figure was below expectations of about 
NKr215m. “The operating profit showed an improvement 
during the first half of 1996, even though the results in 
the second quarter were weak." Bergesen said. “Tanker 
results improved but not sufficiently to make a profit, 
while dry bulk made a good profit. The largest gas 
carriers improved.” It said gas carriers showed operating 
profits of NKr244m, up almost 25 per cent from NKrl96m 
in the 1995 period. Tankers recorded an operating loss of 
NKriSm against a deficit of NKrlBlm, while dry bulk 
operating profits rose slightly to NKr34m from 
NKr29m. 

Bergesen said it would take a loss of about NKrl9m in 
the second half because of the sale of probo vessels and of 
the carrier Helikon. Reuter. Oslo 


Scania gain leaves Investor cash-rich 


By Hugh Camegy 
In Stockholm 

Investor. the main 
investment vehicle of Swe- 
den's Wallenberg family, 
said yesterday its flotation 
earlier this year of 55 per 
cent of Scania, the 
truckmaker, had left it with 
a cash hoard or SKrlO-8bn 
(S1.6bn). This put it in a 
strong position to make 
acquisitions, the group said. 

Mr Claes Dahlback, chief 
executive, said Investor, 
which holds the Wallen- 
bergs’ controlling 
investments in leading 
Swedish companies such as 
Astra. Ericsson. Electrolux 


and Stora, was not planning 
anything “dramatic or 
significant in the near 
term". 

However, he added: “We 
now have a good war chest 
for investments with the 
cash and a $lbn revolving 
bank credit we negotiated 
recently. It is not burning a 
hole in our pocket, but we 
have to find some better use 
for it.” 

Investor's half-year results 
showed the financial 
strength the Scania sale in 
March injected into the 
group. The net cash pile rep- 
resents a swing from net 
debt of SKr8.7bn at the 
stage a year ago. 


The SKrl2.4bn capital gain 
from the notation lifted 
pre-tax profits from SKr2bn 
to SKrll.ebn. It allowed 
Investor to absorb without 
pain the cost of. a SKriL5bn 
capital injection during the 
period Into Saab Automobile, 
which it Jointly owns with 
General Motors of the US. 

Investor's net worth at the 
end of June had risen as a 
result of the Scania sale, to 
SKr72.8bo, from SKrSlJIbn a 
year ago. 

Mr DahlbSck said Investor 
would Increase its presence 
in Hong Kong, New York 
and London in its search for 
new Investment opportuni- 
ties. However, be reiterated 


that its traditional focus on 
Swedish-based companies 
would not alter. 

He said Investor would 
look for an international 
'partner for Saab AB, the mil- 
itary and civilian aircraft 
maker which is the group’s 
only remaining fully-owned 
operation. Saab AB has been 
pla gued hf weak sales of its 
two civilian commuter air- 
liners and a lack of export 
orders for its JAS 39 Gripen 
fighter. It reported a foil in 
pre-tax earnings from 
SKr i ^grn to SKrS9m in the 
first half. 

“There are no concrete dis- 
cussions right now, but Saab 
needs to be part of a bigger 


group." Mr DahlbSck said. 

Mr DahlbSck also 
Investor was studying 
the Scania sale had 

diminished - as he 

p ypoftod - the deep discount 
Investor shares trade "* 
compared with, their 
asset value. The shares . 
terday slipped SKrO.50 
SKi239, well below the 
asset value of more than 

£Kt350. 

Although Investor — 
averaged a 20 per cent total 
formal return for share- 
holders, Mr DahlbSck said 
the return would rise by “ 
further 5 per cent a year 
the discount could 
halved. 
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Krupp 
cautious 
following 
20% fall 


By Michael Lindemann 
in Bonn 

Interim pre-tax profits at 
Krupp, the German steel- 
based conglomerate, fell 20 
per cent from DM2 23m to 
DM1 85m (S123.9m) and the 
group warned the second 
half would be “more difficult 
than previously assumed". 

Krupp blamed the lower 
results on a worse than 
expected economic environ- 
ment that hit steel and 
steel-related industries par- 
ticularly hard. Margins in 
non-specialist steel were 
"unsatisfactory”, after sales 
fell 21 per cent and new 
orders declined 14 per cent 

There were some “recent 
positive developments" in 
the economic outlook, but it 
was “still not dear whether 
this would lead to a eco- 
nomic upturn", the group 
said. 

However, despite generally 
worse economic prospects, 
Krupp said it would report 
full-year profits that would 
permit an “appropriate divi- 
dend". The group reported 
net profits of DM505m last 
year and paid a DM5 divi- 
dend. its first 

All six divisions reported 
profits, but Krupp said 
higher profits in the engi- 
neering, plant and automo- 
tive divisions had not offset 
lower income in the three 
steel-related units. 

Group new orders rose 2 
per cent to DM12.7bn in the 
six months to the end of 
June, attributed to the acqui- 
sition of the plant specialist 
Uhde, the J. H. Bachmann 
shipping company and the 
increased stake in Acci&i 
Special! Temi, the Italian 
specialist steelmaker. Sales 
rose 1 per cent to DM11.7bn 
for the same reasons. 

Krupp’s debts, which stood 
at DM3.6bn at the end of last 
year, rose to DM4 Jbn so the 
group could finance invest- 
ments worth DM1 .5 bn in the 
first six months. Krupp said 
it planned to reduce these 
debts later in the year. 

A final agreement on the 
sale of Orenstein & Koppel. 
the construction and mining 
machinery specialist which 
the US group Caterpillar 
plans to buy. is expected in 
the third quarter, the com- 
pany said. Krupp is also in 
talks with the Italian group 
Rejna about the takeover of 
two units of Hoesch Federo. 
the suspension specialist, 
which Krupp was ordered to 
sell by the cartel authorities. 


Falling interest 
rates benefit 
Nordbanken 
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By Greg Mclvor 

Nordbanken, the partially 
privatised Swedish bank, 
said yesterday that failing 
interest rates and low loan 
losses helped push operating 
profits up 18 per cent in the 
first half! 

The bank- a candidate for 
further privatisation by the 
Swedish government, said 
operating profits rose from 
SKr3.2bn to SKr3.8bn 
($S70m) after a strong second 
quarter. 

Nordbanken said the 
improvement reflected 
increased lending to corpo- 
rate clients and the public 
sector, as well as buoyant 
earnings from its bond port- 
folio. 

The figures included a 
gain of more than SKr300m 
from loan loss provisions 
that were writt en back. 

The bank's shares rose 
SKrl to SKrl37 after the 
results, which were ahead of 
analysts' forecasts. Earnings 
per share rose almost SKr2 
to SKr 12.45, in spite of only 
marginal growth in operat- 
ing Income, from SKr7.64hn 
to SKr7.69bn, 

Nordbanken said rational- 
isation efforts lifted produc- 
tivity by more than fi par 
cent. Net interest income 
was weaker but rose 4 per 
cent from the first to the sec- 
ond quarter due to increases 
in volumes. 

irem losses decMnad f mm 


0.54 per cent of total lending 
to 0.22 per cent, and non- 
performing loans were 
SKrSAbn, or 1.3 per cent of 
lending. Adjusted for acqui- 
sition effects, sour credits 
were 7 per cent lower than 
at year-end. 

The bank said a general 
dec line in interest rates facil- 
itated settlements of prob- 
lem loans and helped lift net 
income from financial 
operations from SKr6m to 
SKr664zn. The capital ratio 
was 13.7 per cent and Tier 1 
capital was 9.7 per cent 

Mr Hans Dalborg, Nord- 
banken chief executive, said 
tough competition had weak- 
ened lending and deposit 
margins. He said Swedish 
banking was facing a 
restructuring and signalled 
that although Nordbanken 
“still bad some way to go” in 
lifting productivity, it would 
participate in rationalisation 
moves. 

No date has been set for 
Ncrdbanken's further priva- 
tisation and Mr Dalborg 
declined - to speculate on 
when the gover nm ent might 
seek to dilute its holding. 
The gov ern ment, which tnnir 
over Nordbanken in 1992 
during Sweden's banking cri- 
sis, sold a 30 per cent 
tranche for SKr5.9bn last 
year. 

Separately, Stalshypotek, 
Sweden's largest mortgage 
bank, overcame lower net 
interest income to report an 



Haws Dalborg: margins weakened by tough competition 


increase in first-half operat- 
ing profits from SKrl-4bn to 
SKrl.S5tttL 

Net - interest income 
dariinwrii from SKxl7.85bn to 
SKrie.lbn. Statshypotek, 
which has been frequently 
linked as a potential merger 
target for Nordbanken, said 
volumes had suffered f rom 
tougher competition from 


leading institutions. 

F&reningsbanken, the 
Swedish commercial bank, 
also reported a rise in oper- 
ating profits, from SKr422m 
to SKrS24m. It said retail 
lending rose 5 per cent and 
deposits advanced 8 per cent, 
but interest margins con- 
tracted. Loan losses -shrank 
31 per cent. 


Strong gains for Swedish insurers 


By Hugh Camegy 

Skandia and Trygg-Hansa. 
Sweden’s two largest insur- 
ance groups, reported big 
increases in profits in the 
first half of the year, in spite 
of rising competition in the 
country’s financial services 
sector that has squeezed 
margins. 

Skandia. the biggest group 
with extensive operations 
outside Sweden, said pre-tax 
profits had risen by 64 per 
cent, from SKr940m at the 
same stage last year to 
SKrl-54bn ($233m). 

Trygg-Hansa said its pre- 
tax earnings rose a more 
modest 27 per cent from 
SKrl-2bn to SKrL52bn. 

But investors were unim- 
pressed by Skandia's figures, 
driving the group's shares 
down by more than 4 per 


cent to dose down SKr7.00 
on the day at SKr 157-50. 

By co ntr ast, there was a 
positive response to Trygg- 
Hansa's result, with its 
shares rising SKrS.OO to 
SR 1 U 6 . 

The disparity appeared to 
be explained by a slump in 
Skandia's core non-life and 
r pinwininiy earnings. 

Premiums written during 
the period were down from 
SKri3.6bn to SKrX2.6bn - 
but the return tumbled from 
SKr944m to SKr79m when 
investment income was 
stripped out. 

Skandia blamed high 
claim costs, especially in the 
domestic and commercial 
sectors in the Nordic region, 
which was hit by a hard win- 
ter in the early months of 
the year. 

Trygg-Hansa also saw a 


reduction in non-life premi- 
ums from SKr2.7bn to 
SKr2.5bn. But its non-life 
return rose from SKr234m to 
SKr387m due, Trygg said, to 
lower claims and lower oper- 
ating expenses. 

In life and unit-linked 
business, Skandia increased 
premiums from SKrl0J9bn to 
SKrl5bn, with strongest 
growth experienced in the 
US. which accounted for 
SKifi.Tbn of the total, a near 
doubling over the same 
stage last year. 

Operating profits from life 
and unit-linked operations 
rose from SKr563m to 
SKrSllro. 

A Large part of both 
groups' profits were attri- 
buted to investment income. 

Excluding income 
allocated to insurance 
operations, Skandia reported 


an increase from SKr641m to 
SKrl.4Bbn. while Trygg- 
Hansa showed a rise from 
SKrl.lbn to SKrl.34bn. 

Both insurers have in the 
past 18 months opened small 
banks, taking advantage of 
deregulation to invade the 
markets of the big retail 
banks, which in turn have 
been increasing their share 
of the insurance-related 
savings sector. 

RkflnHfatt ankRn. the lead- 
ing “niche bank”, reported a 
profit of SKr37m in the first 
half, up from SKrSXm a year 
ago. Its customer base more 
than doubled to 93.000. with 
deposits rising from 
SKr2£bn to SKz5.7bn. 

Trygg-B anken . which was 
founded much later, showed 
a loss of SKr20m in the first 
half. It had 17,000 customers 
and deposits of just SKrl bn. 


MoDo 
plays down 
forecasts 
of recovery 

By Grefl Mclvor 

In Stockholm 

MoDo. the Swedish forestry 
products company, ^ yes- 
terday that orders for wood 
pulp and paper grades were 
Increasing, bat cautioned 
against expectations of a 
SJSrery in profitability « 
file remainder of the ywr. 

“I am not sore the turn- 
around will come towards 
the end of the year. It is 

premature to draw conclu- 
sion* from the increases m 
order Dow and deliveries we 
have seen,” Mr Bengt Pet- 
ters&on, MoDo chief execu- 
tive. said. 

Orders for pulp, fine paper 
and paperboard grew in tbe 
second quarter while pulp 
»»nH fine paper prices rose. 
Bat he stressed it was 
unclear how ranch of the 
Improvement was prompted 
by stock build-ups rather 
rtan underlying consump- 
tion growth. 

The remarks came as 
MoDo announced a 36 per 
cent drop in first-half prof- 
its, caused by lower volumes 
and higher output costs. Mr 
Pettersson’s views echoed 
those of UPM-Kymmene of 
Finland. Europe's biggest 
forestry group, which last 
week questioned bullish 
forecasts by some in the 

industry of an upward 
swing in the business pen- 
dulum later this year. 

Pre-tax profits fell from 
SKr2.6bn to SKrl.66bn 
(8251m) and turnover 
declined from SKrll.6bn to 
SKrlOJfim. The figures were 
slightly above market expec- 
tations and MoDo’s shares 
rose SKrl.50 to SKrl83. 

Pre-tax profits in the sec- 
ond three months of 
SKr803m were only 6 per 
emit below the first-quarter 
figure, hinting at a gradual 
stabilisation amid recover- 
ing pulp prices. 

Half-year operating profits 
fell from SKr2.9bn to 
SKrl.9bn, and included a 
SKr948m gain from foreign 
currency hedging. 

MoDo’s pulp operations 
were hit by sagging demand 
and low prices, forcing 
downtime at some mills. 
However, orders revived in 
recent months and stocks 
had. fallen steeply. 

Newsprint prices were 
steady, although deliveries 
fell 5 per cent and the divi- 
sion was alone in reporting 
increased earnings. Its oper- 
ating profit rose from 
SKr592m to SKr955m. 

However, file outlook for 
newsprint - easily MoDo’s 
most profitable grade — is 
clouded by price reductions 
to North America which are 
set to spill into Europe. 
MoDo said it was renegotiat- 
ing prices for the second 
half of the year and Mr Pet- 
tersson predicted a “limited 
decrease” in levels. 

The company said fine 
paper stocks held by distrib- 
utors and customers were 
low. Market prices had 
fallen 20-30 per cent in the 
first half but had now stabi- 
lised, and a 10 per cent price 
increase would be imple- 
mented next month. 

Operating profits in paper 
fell from SKr 1.3 bn to 
SKr256m on sales down 25 
per cent to SKr 3 . 66 ton. Oper- 
ating profits in the paper- 
board division declined from 
SKrS59m to SKr303m on 
sales down 124 per cent. 


Volvo finds US truck market tough to colonise 

The Swedish group has encountered a string of hardships since crossing the Atlantic in the 1980s 


L ike some of the first 
settlers who crossed 
the Atlantic full of 
hope, only to be beaten by 
the tough conditions, the US 
truck market has proved 
harsh for Europe's commer- 
cial vehicle companies. 

Yesterday’s disappointing 
interim figures from Volvo's 
truck division, following last 
week’s surprise replacement 
of Mr Per Lindquist as chief 
executive of Volvo GM 
Heavy Truck, the US unit, 
confirmed the pain is not 
over. 

By market share, the 
efforts of Volvo, Renault and 
Mercedes-Benz to build a US 
presence look impressive. 
Together, the three Euro- 
pean companies control 
more than 36 per cent of the 
US market for medium and 
heavy weight trucks, and a 
commanding 50 per cent for 
heavy (more than 15 tonnes) 
Class 8 vehicles- 
However, their success in 
generating sales has seldom 
translated into profits. 
European truckmakero have 
racked up millions of dollars 
in losses in their attempts 
to build a presence since 
first baying into the US 


in the early 1980s. 

Their fortunes have been 
partly affected by factors 
beyond their control. To 
some extent, the Europeans 
were handicapped from the 
outset. To gain market 
share, they bad to expand by 

acquisition. But the compa- 
nies available, such as Mack 
(Renault). GM-Whtte (Volvo), 
or Freightliner (Mercedes- 
Benz) were only for sale 
because of their poor perfor- 
mance. Renault, for example, 
paid less and less for each 
incremental shareholding it 
bought in Mack. Freightli- 
ner. now one of the most 
successful US truckmakers. 
was a burden to Mercedes- 
Benz for many years. 

The Europeans’ perfor- 
mance has also been affected 
by the notorious volatility of 
the US heavy truck market, 
an important indicator of 
economic growth. When con- 
fidence is high, tbe market 
surges: when the economy 
looks set to shrink, orders 
evaporate. In the past five 
years, sales of Class 8 trucks 
have seesawed from a low of 
119,000 units in 1992 to a 
peak of 201,000 last year. 

Such volatility plays havoc 


Volvo: US 


Of Class 8 trucks (000) 
200 



with planning and budget- 
ing. It requires sophisticated, 
flexible production tech- 
niques that can respond 
quickly to upturns, without 
losing control of overheads. 

Within the overall picture, 
the Class 8 market is partic- 
ularly volatile. Sales of 
heavy trucks are commonly 
divided into a number of seg- 
ments. The relative resil- 
ience of demand for pre- 
mium sleeper vehicles - 
every foreigners’ image of a 
massive US truck with lav- 


ish accommodation - has 
benefited Freightliner. which 
is relatively strong in this 
area. By contrast, Volvo has 
suffered from the relative 
weakness of the LTL floss 
than load) segment, in whit* 
it is fairly strong. 

However, some of Volvo’s 
wounds have also been 
self-inflicted. Company offi- 
cials suggest Mr Lindquist 
and Mr Lars-Ake Pettersson. 
who resigned last week as 
chief fi n ancia l officer of the 
US subsidiary, may have 


taken their eyes off the ball 
in recent months. 

Their preoccupation was 
the introduction next month 
of the first in a family of 
new trucks for the US mar- 
ket. based on Volvo's suc- 
cessful European FH range. 
Preparing for the new mod- 
els. which will gradually be 
introduced over the next two 
years, may have distracted 
them from reacting quickly 
enough to Volvo’s more 
immediate US problems. 

Sales of Volvo’s Class 8 
trucks dropped 31 per cent in 
the first six months of tv>in 
year, compared with a 15 per 
cent decline in the overall 
Class 8 market 

To deal with the problem 
and rebuild customer confi- 
dence ahead of next month’s 
crucial launch, Volvo last 
week announced that Mr 
Kari-Erling Trogen, its chief 
executive, would be taking 
responsibility for the US 
operation. Mr Trogen is a 
respected former boss of the 
US division who handed 
over the reins to Mr Lind- 
quist when he was promoted 
back to Sweden in 1994 . 

The immediate task will 
be to cut costs and lift sales 


to staunch the US arm’s 
losses. In the longer term, 
however, Volvo, like Renault 
and Mercedes-Benz, will try 
to exploit economies of scale 
between its international 
truck operations to lower 
development costs and sim- 
plify products. 

Such developments take 
time. European and US haul- 
iers still have very different 
tastes in vehicles, although 
there has been some meeting 
of minds. Environmental 
requirements in Europe 
have drawn closer to the 
stiffer US rules, while US 
truckers are tending to 
demand the comfort and 
interior sophistication levels 
Greir European counterparts 
take for granted. 

However, with product 
replacement cycles in the 
truck business often exceed- 
ing 10 years, convergence 
takes time to make itself felt 
on the bottom line. Volvo 
says its forthcoming US 
set new standards 
for driving comfort. It may 
have to wait well beyond 
September for its own ride to 
eecouie less rocky. 

Haig Simonian 
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news digest 

Australis shares 
surge after rescue 

Shares In Australis, the Cnancially-trouhled Aust ralian 
pay-TV operator, more than doubled yesterday when 
tra ding r ecommenced after a rescue deal was secured. 
However, the Australian Competition and Consumer 
C o m m i s sion, the country’s main competition watchdog, 
said it would still be scrutinising the proposed 
arrangements. 

“The commission at this stage has not formed a view on 
the joint venture agreement and will need to examine all 
details of the arrangements before doing so." said 
Professor Allan Fels, ACCC chairs* *** 

Under the deal. Australis agreed to set up a satellite 
joint venture with Optus Vision, one of Australia's two 
cable consortia. It also secured new equity commitments 
of US$1 05m. conditional on a debt offering of around 
$l50m-$170m going ahead. Among the parties putting up 
the new equity are Mr Kerry Packer's Publishing & 
Broadcasting group, and Sir Ron Brierley’s Guinness 
Peat 

The d eal came after weeks of negotiation, during which 
Australis's financial situation had appeared increasingly 
precarious, its shares were regularly suspended, but 
yesterday gained 13 cents, to dose at 25 cents. 

Nikki Tail. Sydney 

Bombardier ahead 30% 

Bombardier, the Canadian transport equipment group 
that owns Shorts in BelCast and Eurorail in Europe, raised 
second-quarter earnings by 30 per cent to C$90.3m 
(US$65. 75m). or 26 cents a share, from C$69. 5m, or 20 
cents, a year earlier on revenues of C$1. Sbn, up 29 per 
cent. All businesses achieved higher sales, with strong 
profit contributions from aerospace, motorised consumer 
products and financial services. But the European rail 
equipment group "experienced operating difficulties". 

First-half net profit was C$167.lm, or 48 r-amtc a share, 
up 25.5 per cent from C$1 33m, or 39 cents, on revenues of 
C$3 .Sbn. Up 24 per cent Robert Gibbons, Montreal 

Shake-up at Ontario Hydro 

Ontario Hydro is restructuring management at its nuclear 
division to try to improve technical performance and raise 
output by 15 per cent in the next three years. It has hired 
an independent US nuclear power adviser to monitor 
widespread changes in the division. The utility has shut 
down its older Pickering plant, near Toronto, twice in the 
past two years because of a heavy water spill and 
technical problems. It now operates at 50 per cent of 
capacity. Other problems have occurred at the Bruce 
nuclear station. 

• Hydro-Quebec, one of Canada's two biggest power 
utilities, posted first-half net profit of C$34&u, up 13 per 
cent from C$306m a year earlier, on revenues of C$3.98bn, 
up 1.5 per cent. The provincial utility gained from cost 
cutting and lower interest rates, and operating expense 
declined 7 per cent. It is being restructured in the face of 
slow electricity market growth. Operating expense is 
being reduced by C$200m this year to provide total net 
profit of about C$516m. Robert Qibbens 

Record quarter for Newbridge 

Strong US and European demand for its 
telecommunications networking products helped 
Ottowa-based Newbridge Networks post record 
first-quarter net profit of C$6lm (US$44. 4m), or 72 cents a 
share; up 64-per cent from C$37ra, or 45 cents; a year' 
’earner, oh revenues ofe$286fo, up'ig per ceol : - r ' 

Newbridge will jointly market equipment allowing 
simultaneous transmission of voice, data and video with - 
BellSouth, the US regional telecommunications group. 

Robert Gibbens 

Woolworths unchanged 

WooVworths, one of Australia's two big retailers, 
yesterday announced flat profits in the year to June 23. 
despite recording a 9.35 per cent increase in sales to just 
under A$l4bn (USSllbn). The company made A$233.6m 
over the 12 months, virtually unchanged from last time’s 
A$233.5m. Before interest and tax. earnings were 6.79 per 
cent higher, but this gain was whittled away by the 
increased interest and tax expenses. 

Looking ahead, the company said that the retail market 
had remained "subdued" In the first two months of the 
current year - an experience shared with other big retail 
groups. Nikki Tait 

Pioneer flat at A$252m 

Pioneer, the Australian building products group which 
merged its petrol-retailing business, Ampol, into a joint 
venture with the Caltex Australia interests, yesterday 
announced a profit of A$252JSm OJS$19&3m), after tax but 
before abnormals, in the year to end -June - up from 
A$ 250 - 2 m last time. 

Earnings per share were largely fiat at 28.4 cents 
against 233 cents. After abnormals, profits were sharply 
lower at A$25222m against A$398.7m in 1994-95. The latter 
figure was lifted by a A$l48.5m abnormal gain, resulting 
from the Ampol deal. 

The Ampol-Caltex business made a sharply-improved 
after-tax profit of A$i88.im, with Pioneer enjoying a 
A$69.5m dividend in respect of its 50 per cent stake. Mr 
John Schubert. Pioneer managing director, said the joint 
venture had retained its leading 30 per cent share of the 
market for petrol and jet fuel and met its various merger 
targets. “The originally forecast A$500m in merger 
synergy benefits is now expected to be exceeded," he 
added. ***" Tait 

Kazakhstan carrier trimmed 

Kazakhstan’s troubled national airline will be trimmed 
and cede control of the country’s airports to cut costs and 
make room for private competitors, officials said 
yesterday. Mr Ildus Nazmutdinov, vice-president of 
Kazakhstan Aue Zholy, said his company would get rid of 
unprofitable services and hand over the country's airports 
to local governments, ending a Soviet tradition of 
fully-integrated airline monopolies. 

Kazakhstan’s state-owned airline hit hard t im es as soon 
as it split off from its parent company, the Soviet 
monopoly Aeroflot A combination of misman agement 
rising costs and a drop in purchasing power among the 
population forced the airline to cancel routes. But 
Kazakhstan Ane Zholy could beat off competition because 
it owns all but two of the country’s airports. Private 
airlines have complained that they pay exorbitant fees for 

poor service. , 

Renamed K agMh ~ hgtan Air, the airline will hold only a 
stake in regional airports and sell off aircraft and services 
it does not need, Mr Nazmutdinov said. 

Sander Thoenes, Almaty 

Flight training buy 

British Aerospace Australia, part of the British defence 

group, is to acquire the 50 per cent stake in the 

Australian Air Academy, a flight training centre in 
Tamworth, held by Ansett the 

two companies have owned the facility jointly since 1990. 

The price was not disclosed. 

The New South Wales centre has 50 aircraft, ““ 
services a number of Australian and international airlines 
- including Air Nippon. Malaysia Airlines, Vietniun_ 

Airlines and Air China. Ansett will continue to use the 
academy as a source of pilots for at least three 


Overcapacity continues to plague US retailers 


By Richard Tomkins 
in New York 

Those who follow the US 
retailing sector have found 
bright spots amid the gloom 
as the results for the second 
quarter to July have poured 
In. But there is little to indi- 
cate that the sector’s 
long-term problems are at an 
end. 

Luxury goods retailers 
such as Saks and Tiffany are 
doing well on the back of the 
wealth created by the strong 
stock market, and with the 
US economy still humming 
along, analysts believe the 
sector as a whole is heading 
for a better Christmas than 
last year's dismal affair. 

Yet the industry continues 
to be plagued by overcapa- 
city, leading to cut-throat 
price competition and poor 
margins. And Americans 
have still not regained the 
appetite for conspicuous con- 
sumption that characterised 
the spending boom of the 
1980s. 

Significantly, perhaps, one 
of the best performers in the 


quarter to July was Wal- 
Mart Stores, the discount 
store chain that has grown 
to become the world's big- 
gest retailer by meeting the 
needs of today’s more thrifty 

shoppers. 

It, however, has been a big 
contributor to .the US retail- 
ing sector's problems. As 
each new Wal-Mart store 
opens, the extra floor space 
adds to the industry’s prob- 
lem of overcapacity; and the 
company’s aggressive dis- 
counting over a wide range 
of goods has eaten away at 
other retailers’ margins. 

In last year’s final quarter. 

even the mighty Wal-Mart 
stumbled when it reported 
its first pr o fit downturn in 
25 years. But since then it 
seems to have found its way 
again, posting a 12 per cent 
increase in net profits to 
$706m in the latest quarter. 

Another beneficiary of the 
trend towards thrift has 
been Dayton Hudson. The 
company’s traditional 
department stores performed 
poorly in the second quarter, 
but its successful Target 


discount store division spar- 
kled. lilting the group’s net 
profits from $28m to SlQim. 

There were strong perfor- 
mances elsewhere in the 
superstore sector. Home 
Depot turned in another stel- 
lar performance as its chain 
of do-it-yourself stores con- 
tinued to expand: net profits 
jumped by 27 per cent to 
$270m. And Toys R Us, the 
toy superstore group, 
improved cm its recent weak 
performance as its efforts to 
eliminate poorly performing 
lines paid off: net profits 
rose from $l5m to $27 m. 

Even Kmart, the strug- 
gling discount store group 
that has suffered badly from 
the competition from Wal- 
Mart and Target, managed to 
end its long stream of losses, 
reporting net profits of $34m 
against a loss of S54m last 
time. Sales were slightly 
down, but cost -cutting 
helped the bottom line. 

Performances among more 
traditional retailers were 
mixed. The best story contin- I 
ued to come from Sears Roe- 
buck. now the second big- 


US netaflersa second-quarter* 
Sales (Sbn) 


Change on 


Not profit /loss pm) 


Change on 



1996 

1995 

year (%) 

1906 

1995 

year (%) 

Wal-Mart 

25.6 

22.7 

+13 

706 

633 

+12 

Sears Roebuck 

B.1 

8.2 

+11 

274 

218 

+26 

Kmart 

SJ3 

8.4 

-2 

34 

-54 


Dayton Hudson 

5.8 

52 

+10 

101 

28 

+261 

Horne Depot 

5.3 

42 

+27 

270 

213 

+27 

J. C. Penney 

4.5 

4j4 

+2 

93 

116 

-20 

Fed Dept Stores 

3.3 

3-0 

+3 

-27 

-67 

-60 

May Dept Stores 

2.4 

22 

+8 

110 

107 

+3 

The Limited 


1.7 

+10 

33 

29 

+16 

Woolworth 

1.9 

12 

-3 

22 

-11 


Toys R Us 

1.7 

1.8 

+8 

27 

15 

+72 

Gap 

1.1 

0.9 

+28 

66 

32 

+103 
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CBA rallies after results 
better than expectations 


By Nikki Tait in Sydney 

Shares in Commonwealth 
Bank of Australia rallied 
strongly yesterday after, the 
commercial bank - now 
wholly-prl vatis ed 
announced an after-tax 
profit of A$1.12bn (US$880m) 
in the year to end-June, up 
from A$983m last time. 

The 13.8 per cent improve- 
ment was slightly higher 
-than, the stockmarket had 
expected, and Common- 
wealth shares rose 31 cents, 
to A$I136. 

In its recent prospectus - 
issued in June to accompany- 
the .federal government's 
sale of its remaining 50.4 per 
cent stake in CBA - the 
bank had warned that its 
rate of earnings growth was 
likely to be lower than in 
previous years, but added 
that the second-half profits 
should at least match those 
of the first, when it made 
A$542m after tax 

Yesterday's share price 
rise also benefited investors 
in CBA’s "instalment 
receipts". These partly -paid 
shares resulted from the gov- 
ernment’s stake sale, and 
closed 30 cents higher on the 
profits news at A$733 - a 21 
per cent premium to their 
A$6.00 Issue price. 

The A$lJ3bn profit result 
came after a reduction in the 
charge for bad and doubtful 


Commonwealth Bank of Australia 
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debts, from A$l82m a year 
ago to A$113m. Net interest 
income was up by 7.4 per 
cent, at A$3.4bn, While other 
operating income advanced 
1.1 per cent, to A$L5bn. 

On the cost side, total 
operating expenses were 
kept to A£L97bn, a 23 per 
cent increase on the previ- 
ous year. There was a fall in 
building occupancy costs, 
but staff expenses rose by 
just under 4 per cent. 

Commonwealth said that 
its “underlying profit" - 
before tax and the charge for 
bad debts - increased by 10.8 
per cent, to A$LS9bn. 

On a divisional basis, most 
units made contributions to 
the profits advance. The core 


19B3 M- as an 


banking operations, • for 
instance, saw a 12.4 per cent 
increase, at A$907m, while 
Commonwealth Financial 
Services advanced 20 per 
cent, to A$60m_ ASB Bank in 
New Zealand also saw a 17.9 
per cent gain, at A$66m. 

However, CBA also 
repeated warnings that the 
outlook for the current year 
was less encouraging. 

Noting factors such as the 
degree of competition in 
home loan market, it said it 
expected earnings to be flat, 
although earn i ngs per share 
should improve as a result of 
the share buy-back operation 
which occurred in conjunc- 
tion with the government’s 
share sale. 


Bimantara climbs 48% after 
strong earnings at associates 


By Manuela Saragosa 
in Jakarta 

Bimantara Citra. a 
diversified Indonesian hold- 
ing company controlled by 
President Suhatro's second 
son. announced first-half net 
income of Rp643bn ($27m). 
48 per cent ahead of the 
Rp43.4bn posted a year 

earlier. 

Analysts attributed the 
strong growth to higher rev- 
enues from associated com- 
panies. However, the results 
failed to lift the company’s 
shares, as Investors remain 
wary of companies related to 
the presidential family in the 
aftermath of last month's 
anti -government riots. 
Bimantara shares closed 
unchanged yesterday at 
RP2.000. 

Mr Bam bang Triha tmodjo. 


President's Suharto’s second 
son. holds a controlling 
stake in Bimantara Citra, 
which has its core business 
in media and broadcasting, 
and interests in telecommu- 
nications. automobiles and 
petrochemicals. 

A disappointing figure for 
total revenues was offset by 
revenues from associated 
companies - those in which 
Bimantara holds less than a 
20 per cent stake - which 
more than doubled to 
Rp22.7bn. Total revenues 
increased by 5.3 per cent to 
Rp825bn, while some ana- 
lysts had projected growth of 
as much as 15 per cent 

"The top line on revenues 
may be a little bit surprising 
but it should not be inter- 
preted as a slowdown in 
business," said Mr Jonathan 
Harris, an analyst at HG 


Asia in Jakarta. With 
Bimantara - s diverse range of 
businesses, "it is important 
to look at the pre-tax figure 
and earnings from associ- 
ated companies." 

Associated companies 
Include Satelindo. the satel- 
lite telecommunications 
company which competes 
with state-controlled Indosat 
In providing direct internal 
call services. 

Bimantara did not give a 
breakdown of performance 
for each of its units. How- 
ever. revenues are believed 
to have fallen in the auto- . 
motive division, ahead of the 
launch later this year of a , 
"national” car produced by j 
Timor Putra Nasional, 
a company controlled by i 
Mr Bambang’s younger | 
brother, Mr Hutomo Man- 
dela Putra. I 


Head of Israeli group resigns 


By Avi Machits in Jerusalem 

Mr Shlomo Grofman, 
managing director of Africa- 
lsrael investments, the 
Israeli property, insurance 
and tourism conglomerate, 
yesterday resigned from the 
company following a dispute 
with parent company Bank 
Leumi over its move to sell 
its subsidiary Migdal, a lead- 
ing Israeli insurance group. 


Bank Laumi. Israel's sec- 
ond largest banking group, 
has been at loggerheads with 
Mr Grofman since signing a 
preliminary agreement three 
weeks ago to sell Migdal to 
Generali, the Italian insur- 
ance group. 

Under the deal, Generali is 
to increase its 27 per cent 
holding in Migdal to up to 61 
per cent, in stages, for 
$330 hl Migdal was valued at 


Shk3bn ($953 m) by the deal, 
the largest foreign invest- 
ment in an Israeli company. 

Bank Leumi must reduce 
its 52 per cent holding in 
Africa to 25 per cent by the 
end of the year, according to 
recent banking reforms. The 
bank prefers to sell its stake 
in Africa-Israel after spin- 
ning off Migdal, saying this 
will bring greater benefit for 
shareholders. 


gest US retailer, which is 
benefiting from a big revamp 
of its department stores 
under new management Net 
profits were up by 26 per 
cent to $2?4m. 

J.C. Penney, in contrast, 
suffered a 20 per cent fall in 
net profits to S93m as sales 
growth in its department 

stores failed to keep up with 
cost increases. It also suf- 
fered higher bad debt losses, 
a symptom of the high levels 
of US consumer debt. 

May Department Stores 
was another weak per- 
former, barely increasing net 
profits, from $lG7m to SUOm. 
But Federated Department 
Stores did significantly bet- 
ter as it continued to cut 


costs and improve margins: 
it said net profits would 
have risen from $2 .7m to 
$32. 9m without the cost of 
integrating recent acquisi- 
tions. 

Away from the department 

store sector, the troubled 
Woolworth produced better 
figures than expected. Reve- 
nues fell, but thanks to the 
new management’s efforts to 
slim down the multifarious 
retailing activities to a prof- 
itable core, net losses of 
Slim a year earlier turned 
into net profits of $£*nt. 

In the clothing sector, 
some of the most impressive 
figures came Gap, which 
more than doubled net prof- 
its from $32m to $66m on the 


back of a 29 per cent 
Increase in sales. 

Clothing companies have 
been particularly badly hit 
by a loss of interest in fash- 
ion, but Gap ts prospering 
because it caters for the 
trend towards more casual 
clothing. 

Another clothing retailer. 
The Limited, had less suc- 
cess in bucking the adverse 
trend. It im-reasrd net prof- 
its from S29m to S&Jm. but 
much of the credit went to 
its 83 per cent uwned Inti- 
mate Brands subsidiary, 
with its Victoria's Secret. 
Bath and Body Works. 
Cacique and Ponhaligon's 
stores: the clothing business 
turned in another loss. 
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PRELIMINARY REPORT FOR THE YEAR ENDED J0TH JUNE. 1W6 


The Directors announce that i hr utuudned result* ft* ihr ended JUto June, iwo doe 


Comptni 


Turnover : 

Investment and other income 

Operating profii 

Associated Companies 

Profii before taxation l See Note I : 

Taxation I Sec Note 2) 

Profit after taxation but before 

extraordinary items 

Minority interests ....... 

Extraordinary items (Sec Note 3) 
Profit attributable to shareholders.. 

Dividends. ........ 

Retained for the year 


NOTES 

1 > After chary ing:- 

- interest 

- depreciation 

2) Taxation includes:- 

- current 

- deferred 

- associated companies 

3 1 The extraordinary items comprise 

the following: - 

Gain on compulsory land acquisition.. 
Gain on disposal of investment 


199b 

RM'OOB 

1.119.765 

48.662 

307,053 

&A96 

315^49 

92329 


I9M.S 

RM'UfKl 

1.116.019 

27,134 

201,927 

6.1X2 

285,10*1 

86.414 


1123M 105 JO I 7 


1996 

RM'000 

RM'tiikt 

2I7JW0 

224.701 

15.V270 

141.. fo| 

179.427 

161.40.1 

179,427 

16 1.4(11 

51.959 

52.217 

127,468 

UI4.1 Sf) 

127,468 

104.186 

219 

- 

127.687 

104,186 

1LUC8 

105.201 

15JT79 

3.985 

14)83 

573 

5*65 

6.190 

50.969 

51217 

1.050 

1.000 

219 

- 

219 

- 


21.130 250.138 
r 1.039 

21.130 251.177 


4) There were no pre -acquisition profits included in the results far the year. 

1996 RESULTS 

The increase in profii is mainly attributable to the higher contributions from plantation and property divisions 
and higher investment income while manufacturing and overseas divisions recorded poor performance. 


Profit after taxation but before extraordinary items 

as a percentage of turnover... ... 

Profit after taxation and minority interests but before 
extra ordinary items as a percentage of shareholders' funds . 

Net earnings jxr share tin sent* 

Net tangible a>sci backing per 'hare* — — 


1996 

1995 

Group 

Group 

19.93 *7 

18.10*1 

7-68*1 

7.24‘1 

20.9 

18.8 

RM2.72 

RM2.60 


* The net earnings per share and net tangible asset backing per share are calculated based on I JXJ2.875.499 
i 1995-1.002.074.499 j shares in issue. 


EARNINGS 


1996 l‘*95 

Group Group Group 
RM'000 RM'Otitl *T 


Profit for the first six months after luxation and minority 

interests but before extraordinary items 107,627 8S.2KS ^2 

Profii for the next six months after taxation 

and minorilt interests but before extraordinary items 101.666 99 . 0 . 1.1 2 

Profit for the twelve months after 

taxation and minoiny interests but before extraordinary items — 2WJB)3 187.921 i7 

CURRENT YEAR'S PROSPECTS 

Crop production [5 estimated to increase with a full year’s contribution from BAL Plantations Sdn. Bhd. and 
this is expected to compensate for the decline in commodity prices. Higher surplus from propern division and 
increased efforts to improve the performance of the manufacturing and overseas operations are expected to 
enhance the Group results for the current year. 


HARVESTED CROPS - TONNES 

Palm oiL - — 

Palm kernel.. 

Robber 

Cocoa 

Copra - — 


1996 

1945 

1.34433 

t-296.UU 

259390 

2Sl.bl2 

76302 

7(i.(l76 

29.436 

30.03? 

4.154 

4.521 

4,170 

4.134 


DIVIDENDS 

I) The Directors will propose at the Anaual General Meeting 10 be held on I Wh September. 1946. a final 
dividend of n sen per share less 30» tax. which mil be payable on 4th November. 19%. If the dividend fc 
approved at the Annual General Meeting, it is intended that the Transfer Books of the Company will be 
ckncd at 5.00 pm on 29th Oc-iubcr. 1996. for the entitlement of dividend and will remain closed fur the 
preparation of dividend warrants until 5.00 p.m. on In November. 1996- 

2t An interim dividend of 5 sen per share less tax wax paid on 26th April 1996. 


3 1 The total annual dividend s as follows:- 


raterim paid on 26th April, 1996 

Proposed final to be paid 

on 4th November, 1996.... 

COPIES OF THE REPORT 


1996 

Sen Per Share RM'000 
(grots) 


1995 

Sen fttr Shore RM'000 



tgro&M 


35,086 

S 

35.056 

77222 

JO 

70.145 

112208 

15 

105201 


A copy or ihe Company's Preliminary Report will he posted 10 shareholder* on 2bth August, 1996. Copies will 
be available from the Company's re gis tered office and the Branch Registrar, Barclays Registrars Group 
Limited. Bourne House. 34, Beckenham Road, Kent BR3 4TU. United Kingdom. 


By Order of The Board 
Nortin binti Abdul Samad 
Secretary 


KUALA LUMPUR 
21)4 August. 1496 
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Mersey Docks to close Channel ferry service 


The cross-Channel ferry 
price war claimed its first 
victim yesterday when Mer- 
sey Docks & Harbour said it 
was closing its passenger 
ferry service between Kent 
and the Netherlands. 

The group said after Euro- 
link Ferries' first-half loss of 
£4-5m ($7.02m) It had decided 
to withdraw the service 
between Sheerness and Vlis- 
singen before the end of the 
year. It was considering 
whether to continue the 
freight service. 

The decision Is a resection 
of the growing market pres- 
ence of Eurotunnel and the 
intense ferry competition on 
the Channel which has 
resulted in a price war this 
s umme r 

Three of the ferry compa- 
nies - P&O. Stena Line and 
Hoverspeed - have been 

given permission by the UK 
government to work 


together. This includes 
merging their services, in 
order to compete more effec- 
tively with the Channel tun- 
nel operator. 

Mersey Docks, which only 
set up the service 18 months 
ago, said second-half losses 
would be about £2.5m and 
closing the service would 
cost up to a further £3m_ 

“The passenger numbers 
were just not there over the 
summer months and the on- 
board spend was lower than 
we thought, ” said Mr Trevor 
Furlong, chief executive. The 
news came as the group 
announced a 17 per cent 
drop in Interim pre-tax prof- 
its to £13.9m (£i6-8m) despite 
a 3 per cent rise in turnover 
to £72. fen (£70 An) in the six 
months to June 30. 

In addition to the Euro ! ink 

losses, the lower result 

reflected a 19 per cent drop 
In profits to £991,000 (£1.18m) 


from Coastal Container Line. 
its Irish Sea business. 

Increased competition on 
the Irish Sea also led Mer- 
chant Ferries, in which the 
group has a SO per cent 
stake, to report an attribut- 
able loss of £633400 (profits 
Of £162,000). 

The profits were also held 
bade by a £945400 charge for 
a severance scheme related 
to the closure of Liverpool 
Cargo Handling and Nelson 
Stevedoring in July. The 10- 
montb industrial dispute at 
Liverpool, which began after 
the group sacked 329 dock 
workers for refusing to cross 
a picket line, cost the group 
about £600.000. 

The group said it had 
responded positively to a 
request from Mr BUI Morris, 
general secretary of the 
TGWU general union, to 
reopen talks- The dispute 
is not officially recognised 


“jij 
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Gordon Waddell, chairman: considering whether to keep the freight service open 


by the TGWU. 

Last month. Atlantic Con- 
tainer Line, the port's larg- 
est container group cus- 
tomer, returned its business 


to Liverpool after it had 
withdrawn in June due to 
the industrial action. 

Despite the drop in profits, 
the group increased the pro- 



LIBERTY LIFE ASSOCIATION OF AFRICA 

LIMITED 


(Registration number 57/02788/06) 
(Incorpor a ted in the Republic of South Africa) 


INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 1996 


A. Summarised group income statement 


ILStaraKtaised grasp balance sheet 


Sx months ended Year ended. 

30 Jane 31 December 

(u n au dite d) (audited) 


Note 


30 lane 31 December 
1996 1995 

(audited) 
Rm 


Notes 


Net taxed surplus at tributable 
to shareholdm of Liberty Life 1 

Number of ordinary 
shores In issue (000's) 

Number of or dinary 
shares an which net 
taxed surplus per share 
is based (000's) 


Net taxed sulpha per 
ordinary share 

Dividends per ordinary share, 
cash equivalent 

-Interim (payable 9 October 1996) 6 
-Krai (paid 3 April 1996) 

Total ordinary dividends 


1996 

Bre 

1995 

Rm 

% 

change 

1995 

Rm 

6674 

477*; 

+574 

12044 

2(7900 

242251 


244018 

245863 

240135 


241605 


(Ceuta) 

(Ceuta) 


(Ceuta) 

2714 

1754 

+542 

4984 

1404 

1164 

+2^7 

1164 

1400 


Tiite re x te i/ I IW y IK. 

fci friniiB nto. 

TteaJrirerefcnfcW capital ami 


13180,7 

86054 


12567,2 

72934 


Bands convertible into Gimp 
equity mpdal 


Z1785£ 

1865* 


198606 

19105 


Total capital resou rces 
Other long-term liabilities 
Ufe funds in— ti i mil mil 

other reserves) 


Represented by: 

Investments 

firxnwmnren^ rr mn ir ipa l mvl liKKfy Bfrwfo 
rMlAlfaniH, mrH gagai unA Inma 
n 

nupemes 

Shares mutual fond units and interests 
in amodated companies 

rV pmiftg a-ivl TOonay mjifarf — f u r iH g a 

Fixed assets 
Cmfa resources 
06m ament assets 


236514 

45754 

450506 


217774 

38774 

415654 


732824 


672206 


691634 


635404 


13280J 


13 Q26J 

11064 


10994 

18 0164 


155794 

358534 


335724 

90*7 


377,1 


1704 

49994 

22254 


1594 

40024 

21444 


1400 1164 +207 2564 


Total i 
Current liabilities 


764974 

3215,4 


698464 

26264 


732824 


672206 


"Converted at ft* rate of exchange at 30 June 1996 UKfl. - B6J1 

CAfate 

J. Net taxed s ur pl us 

Actuarial valuations of the life funds of The Liberty Life Group an not condurted at 
ft* half-year stage. Far tha p ur pos e of thh interim r epor t, the surplus from the life 
Insurance opnanoos has in sacrine with past practice been based on an estirate 
resulting in that ani pl us being included In the net taxed ampins attributable to 
ahareholaers at half tne lend sadered for the previo u s fnj] fiim ii <« l year. Disclosed 
net taxed surphrs attributable to shareholders acLfberty Ufe and net taxed emptas per 
ordinary share are reflected, in trams of attraaHy accepted accounting practice based 
on the underlying net taxed surplus whim also hwinties equity accounted earnings of 

! W iri «M inBipaBiM iltrfhiUihfc lnAirri »ldM 

’ in financial 


die caae may Ire no later than today. 4 October 199& Should such election not be 
tiineously received. Liberty Life win automatically issue shares to all 

All frank— ni [acre cspMta aUc n shares refll be agyagrted udiM «*, a— pwftwn 

of 

It la op* 


eata in respect of die new 


>r Liberty 
dividend 


Life ordinary 


and, if ^ipBcabla, cheques in respect of the intedm cash dividend and fractions will be 
posted tosbarehoklecs an or about Wednesday, 9 October 1996. 


In accordance with international troids to I 

reportin g far life I n sura n c e companies rental impacted on Ubnty Life's' 
conservative accounting policies in die second half of 1995, the net taxed suxpbra 
attributable to sharehouuxa of Liberty Life for the entire 1995 financial year was 
reflected at a lewd 58 per cent higher man the previous year. The incre as ed level of 
surplus emanating from life insurance operations for the 1995 finaudal year as 
compared with previous years was also in respo ns e to the 
the more realistic, " 


occasioned by 
Vrii 


... i of the F inancial 

Soundness Valuation. The net taxed surplus attributable to sharehoklecs of liberty life 
and the net taxed surplus per ordinary share for the first half of 1996 are fl a i e lu t e 
not comparable with those reflecte d for the corre spon ding sbe-month period of 1995- 
2. I n tere st s in au hatri Uriea 

During the six months ended 30 June 1996 Liberty Ufe in creas e d its interes t in Rat 
International Trust to 93 756 482 shares (31 December 1995: 89 894 188 shares). TWs 
holding represe n ts 5012 per cent (31 December 1995: 484 P«r cent) of Fust International 
Trust's issued ordinary share cqplteL 


Following the exc el l ent results produced foe the first half of 1996 and s rfaject to no 
. unforeseen factocs arising dcringthe remaining months of the financial year, the net 
taxed surplus and results for 1996 are expected to show a further improvement ora 
the level attained in 1995. 

O. REVIEW OF THE ACTIVITIES OF LIBERTY INTERNATIONAL HOLDINGS PLC 
n&ertybdenut&man 

L RasnTti of liberty In tern at feaial far the afac months ended 30 Jane 1996 

The first six mon t h s of 1996, in which TranaAtianbc Holdings changed its name to 
Liberty International, saw further encotnaging p ro g res s in all sectors of its business 
and a co n ti nuati on of the excellent results wMchUxarty International has re c or ded far 


Trust’s issued ordinary 
At 30 June 1996, Liberty life 


Profit before taxation for the six-month period increased by 12 per cent from £504 
mfitton to £564 mill io n . E arning* per share iaaeased by So per cent from M9p to 
13J4P (on a reduced number of or a in ai y share s fat issue teDowmg the re p u rchase and 
ca nrrtlali o n of 40 million or dinar y shares in 1995) due to strong performance at Bk 
pre-tax level and helped fay a riuuplv reduced tex rate as r* '* 
enabled prior year tax losses to be utfibed. Earn 


directly and indirectly hoUU 744 per cetrt of the ordinary en abled ^ntor y ear tax jow.es to be utili sed- Earri ng. jaer share, exc luding mj 

utkmu Hakttr^pPLC ("Liberty rntranationaT) (formerly of ex ap tto n al profits m tire period, increased by toper cent from A2p to 949p. 


share capUal of Lfeerty bteznstiov 
TrensAtlantic Holdings PLQ. 

3. Activities of liberty fntemafional 

An abbreviated review of the activities of Liberty International aa contained in the 
a n no u nceme n t by First i nternation al Trust of its Interim results for the abc months 
ended 30 June 1996 is set out in this announcement 

4. Batads convertible into Group equity capital 

Con v er tib le bonds com prise the funds r ai se d in 1994 pursuant to two capital r ai s ing 
transactions undertaken by Liberty I nt er na tional (£250 mflHon 54 per cant cc n ve rtfo le 
bonds tax February 1994) and Liberty Ufe (US$320 million 64 per cent conv erti ble 
bonds in July 19 «). During the six months ended 30 June 1996, c o n ve rti ble bands 
tasasd by Liberty Ufe totalling $28 625 (WO were converted into 1 242 342 csttinaxy 
shares In Liberty Ufe at a sub scription value of R105 million. Taking into account 
pre v io u s conversions, US$273 569 000 of the bands r e m a in outstanding. In addition 
liberty International repurchased and cancelled £15,4 million of its 54 per cent 
convertible bosids at a significant discount of £24 mflUon- 

The balance of the c on ve r tible bonds are ex pected ultimately to be co n ve rt ed into 


The most significant factor in the outstanding half-year results was the dramatic 
Inr i mr in rental income from the UK regional shopping c entre portfolio, owned fay 
Liberty International's e ffectiv e 72 per cent owned subsidiary Capital Shopping 
Centres PLC. with a remarkab le 84 per cent i n cre as e from £2)4 milHou to 084 
million for the six-month period. This included a first time contribution of £84 
million from the MstroCentre acquisition in the Newcastle area during October 


uer »vrv 
footed 


ordinary shares of Liberty International and 
; the total shareholdcxa' 


Liberty Life respectively, thereby 
rvea of Ihe Liberty Ufe Group which 
> Liberty fotematfonaL 


cent with tire first cyde of renS renews at the flagship, Lakreirir, T hurr o ck, 
' on the eastern sector of London's orbital M25 motorway, aa the main 

2. Phwnri a l Sasvlces—Ifbctty In ternational 

The Liberty Life Group Chairman's s t a te m e nt for 1995 l e ttered to the Millennium 
which is to caserne a longterm plan foe tire fateatatianiHsatiatiraid. ultimately 
itfcm of tha Liberty International and Liberty Life Graopa- 
Stare tire disposal of the 50 per cent in terest far Sun Ufe far August 1995, Liberty 
Bial has been far a devdapmeatpbaae as It prepares foe a suitable sogrdsitkxi 
tty to dspkiy the Group's significant cash bstaacas most affectively. Aapart of 


' and 

Include minority sharetokfen' intx-rcsta relating to L&erty 
1 Record new burin— of South African Ufa insurance op vm tio n a 

Total new business written by The Liberty Life Group, during the tax months ended 
30 June 1996 amounted tea record B2 297 million, ra p sa s enting a 26 per omi Incre as e 
over the R1 817 million recorded for the comparable period in 1995. 

New aw— Bead —fare premium incosne written far the first six w e al ths of 1996 waa 
R483 mflllon compared to 1995' a first half performance of 8472 ndXtion. Single 
prate— totalled 81 814 ndffioa (1995: R1 345 mflbonj. 

6. CipItsW a iH a n share award and right of el ec t i on to seos l ve the tatasiaa cash dh r Msn d 
of *40 castes per shore 

The directosa have resolved toward mptaltastion shares to ordinary shareholder! of 
Liberty life who are wg hte sed in the boohs of the co m pan y at the ddee of *• ' - — 

Friday. 6 September 1996. Stwrriioklen are entitied Hid vnU be rtven tire 
to dtdinc fire award of capitalisation shares far respect of all or any 


In ternati o n al has, inter sHa. undertaken 

i in the UK aa one of the key 
r to data. Significant progress has been made fai building a 
anal management team, a is anticipated that the hnsine— 
will be launched in tire last quarter of tire year and will be focused tar pr ovi ding 
new and famuvati ve products and —vices fa what is a rapidly changing pensions 
wad—rehkh ta Htety to do mina te financial services foe tire for es e ea ble inutre. The 
technology-based operation will represent a pro totyp e for tha ret irem e nt seringa 
co mp a ny of the future . 

- The french of Liberty hxiw nati onal Jersey, where the Group has receive d wpro v a l 

- — - neoehredTn 


of 
attire 


Hay, 4 October 1996 evemgtd with tiie doafatg ones* on me four 

to that date {'the averaged closing price”). Accordingly, 
in receipt of cspitaltasHon shares wiQ, based on the averaged 


i of CftpltaliMtioii ihtrci In n&poct of 

and instead uure dect to receive an interim cash dMdreul In respect of 
tiie year ending 31 De c ember 1 1996 of 140 cents par ordinary share. 

The number of capitalisation shares to which shareholders are entitled will be 
deter min e d by the ratio that 140 cents muMp M r d by L06 basis to tire dor' 
the compreiy'a ordinary shares on tire Jotrennesbmg Stodc bdeap ("tha 

dose of busu w on ft 

business days prior ... 

shareholders who are fai receipt of capitalisation . . 

dosing price, eo}oy an advantage of a p p ro xi mately 6 per emt over the cash 

To tiw extent that capitalisstkxi shares are aned hi tbe above drcuiustances this wiQ 
reduce Liberty Life's liability in respect of the 12V* per cent Secondary Tax on 
Companies wWdv will benefit pro rata. 

The new ordinary Liberty Life shares which will be issued pursuant to the 

e laser vis. aureect to me approval cs toe jaena me 
[for the new Liberty life ordinary ahares to be fasoed 
are award win commence on Wedn e sday . 9 October 
■ PtxM U terto H c ft deaBrrevdta tire ea rtte S to dou share awaed and ft* totamnorefe 
dividend election form will be posted to shareholders on or about Thursday, 
12 September 1996. In order to be valid, compfeted e l ec tio n forms wifi need to be 
receive d by the co mpa n y 's Sooth African or United Kingdom transfer secretaries, as 


to eetabflah an met msnsgwnmt borineas. I a addition, the Group has i 

c ons c i t to conduct an offshore life b uain e s a from Jersey, and will 
ill activity once ihe necessary Jersey tegtttatton permitteig Hfe ins uran ce 
i on the Wand is passed, currently expected to take plaoe in tire second half 

of 1996. 

— In ApriL liberty International Jbasar a nn o un ced the launch of its tint fectey fund, 
an tatanational Managed Fund, following the remittance of ftmds by Liberty Life 
A s sociation of Africa umited by way or asset swaps. In ax^unction wife a new 
fa rt emati o nsl product launch fa Soutit Africa. 1h*s fond maria the Brat In a series of 
initiatives planned by Lfeerty International Jersey far 1996 

3. r ro ap crtsof Iflwaty In tewwtinnil 

Tire change of nsnre from TtanaAftantic to Uberty tateoaatiored maesants a mflartane 
tatire rapid devdofanmt of tiie Gouyy from its formation in 1980 with £20 000 of 
", to hscmxentpowafrd flnanaai portion with capital xeaomces exoreding £14 


capi talis a ti on dime award i 
part of Libert* Life's distributable I 
London Stodc Ex 
pursuant to the i 
1996. Doci 


The new name of Liberty International will undoubtedly help to promote the 
appropriate image for tiie c o m pa n y, as it de ve lo ps its fife wsaruot and financial 
services adMtiasos the tatenretmoalaim of ita parent. Liberty Ufa 

The rapid growth ta rental bxxxne,ta tbe Gtocm's regional shopping centres continue 
to gala maricet share, pr ov k fes a strong foun da ti o n tea the Gfewn/s devekyoent of 
fta a nri al— ■ vices activftto In ihe asset man ag a n e n LUfe insurai Ke ami pmabos arm. 

The GrorgJ looks forward to a canttanatton of die excellent results over tie: past few 
yearn as it onbadis on some ptoodsinK rww activities and continues its effort* to 
aeqafee an etbactivem^ocyehide to felly restore. » *e ncrtrRfihnatamappnadns, 
the prhnary o bje c t ives and focus of Unerty hte naUoeti an the International Ufe 
hwitinre and services sector. 
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posed interim dividend to 4p 
(S.65p), which is payable 
fr om BernlngH ps- share of 
10. 7p (1246p). 

Tbe shares foil lip to 404p. 


Unilever 
not to lift 
Lyons 
Irish bid 


By John Murray Brown 
ta Dublin 

Dnflever Ireland, *Ha Irish 
subsidiary of tiie Anglo- 
Dutch consumer poods 
group, said yesterday it 
would not raise its 323 a 
share offer for the 25 pe 
cent minority stake hr Lyons 
Irish Holdings, despite a 
poor level of acceptances 
from shareholders in tbe tea 
and coffee distributor. 

The company said the 
offer far the remaining 74m 
shares, wor th about I£Z5m 
($40 -2m) would stay on tiie 
faihte mrtJi further notice. 

By the first data 

bn Tuesday, Unilever had 
acquired 78363 sham, or a 
little more than l per cent, 
of the t.th shares it hm not 
already own. 

A statement from Lyons 
accused Unilever of Ignoring 
the wishes of the sharehold- 
ers after what it deeafiwd 
as “a resounding rejection” 
of Unilever's offer. 

Mr Michael Flood, a direo-. 
tor with Deutsche Morgan 
Grenfell, advisers to Uni- 
lever Ireland, said the offer 
would not he increased, 
despite suggestions to the 
co nt r a ry. He said the com- 
pany had expected a poor 
response following a recom- 
mendation from the US 
board to reject the offer. 

He also indicated that Uni- 
lever, which owns 75 per 
cent of LIH through its 
acquisition in February of a 
stake held by Allied 
Domecq, had no plans to 
appoint directors to the UH 
board. Ihe latest offer Is at 
a similar level to that paid 
to Allied Domecq. 



T .F.X COMMENT 

Building 

societies 


The UK mortgage market 

is really two markets ^ ;i/ j. 

wrapped into one. Even. ^7095 teitai £390.4bo 
with mortgage rates at a • ----- • ■' — t- ■— 

30-year low. margins on 
wrtetin g business remain 
fet at 2-2% per cent, since 
deposit rates have fallen 
even faster. But overcapa- 
city and sluggish volumes 
have triggered a fierce bat- 
tle for new customers, 
which has squeezed mar- 
gins on new leans to 1% 
per cent or less. This has 
split the building societies 
into hawks and doves. 

Mutuals, like Nationwide, 

or those with a low cost . . . 

base, such as Northern Bock, have gone for 
Bradford & Bingley, a fiercely committed mutual, yester- 
day announced a 90 per ce^tmCT^f? In “X**** 6 
advances. Its market share is up from Sto 7 P® r 
By contrast, the Halifax and Abbey National. .with mast- 
ing or future shareholders to think about, have bad mtle 
to do with new business. Excluding acquisition?, Halifax's 
1996 market share has f allen from 20 per cent to 3 per 
cent. Short term, the strategy of milking an 
high -margin loan book may make sense. But only if the 
rash can be deployed into other high' quality earnings. 
Even after ssven years as a bank, 60 per ce nt of Abbey 
National's business comes from UK mortgages. Halifax, 
which has barely started to diversify, looks exposed. The 
rush to convert is beginning to look less smart. 



NEWS DIGEST 


Baring Asset 
looks at Kepit 

Ravin g- Asset Management has put proposals to the board 
of the Kleinwort European Privatisation Investment Trust 
(Kepit) to take over management of tbe fund. 

It is not making a full bid for Kepit, a £500m ($780m) 
investment trust nor is it proposing radical restructuring 
such as nrriHgutinn- it has simply made an offer for the 
investment management contract Barings has a strong 
record as a manager of European equities and said it 
believed the existing concept of a fund investing in Euro- 
pean privatisation stocks could be made to work. 

Following a hostile bid from rival investment trust TR 
European Growth, Kepit has invited other investment 
management companies to came forward with better pro- 
posals to improve returns to shareholders. Ten companies 
are now competing to take over the fund. Roger Taylor 

Trio Hong Kong merger 

Trio Holdings has completed the arrangements of its 
Hang Kong joint venture with Euro Brokers Investment 
Cor p or a tion and Yagi Euro Corporation. Euro Yagi Mar- 
tin comprises the money broking side of Trio’s Hong 
Kong arm, Martin Brokers (Hong Kong), and its joint 
venture partners. Net assets transferred by Martin Bro- 
kers amounted to HK$l2J6m ($XB8m) In return for 42.5 
per cent of tiie issued capital and HK98.7m loan notes of 
the joint ve ntur e. 

Marine & Merc losses cut 

Marine & Mercantile Securities, the oil and gas explora- 
tion company that came to Aim in March, reported lower 
interim losses of £880,000, compared with £577,000. 

Test drilling in the Czech Republic had begun, and in 
Bulgaria, where it is looking for a venture partner, the 
remaining exploration potential of Block 91-1 is being 
evaluated. 

The shares rose 3p to 80p. It floated at 120p. 


WORLD 

ACCOUNTING REPORT 

Wnldl Accounting Report is succinct and accurate and has 
a reputation for finding out what its readers need to know. 
Using its world network of professional correspondents, 
this monthly newsletter provides you with comprehensive 
coverage of new developments in accountancy and their 
practical implications for your business. 

As a subscriber to Wbdd Accounting Report, 
you wifi be kept abreast of: 

International developments in accounting practice 

Changes in national and international financial 
reporting requirements 

The impact on business of accounting developments 
New national and international opportunities 
Techniques for dealing with accounting 

problems in other systems 

To receive a FREE sample copy, contact 
Charlotte Green 

FT Financial Publishing, Maple House 
149 Tottenham Court Road, London W1P 911 UR 
Tel: +44 (0) 171 896 2314 Fax: +44(0)171 8962319 
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COMPANIES AND FINANCE: UK 


Building group upbeat about its overseas performance 

declines to £20.6m 



By Jane Martinson 


Marley. the building 
materials group, remains 
unsure abo ut its prospects 
in the UK despite recent 
evidence of increasing 
consumer confidence. 

Mr David Trapnell, r* hipf 
executive, said although 
there had been signs of 
improvement ip the past six 
weeks, "nobody seems con- 
vinced that it is going to 
take off”. 

He was upbeat, however, 
about the group's overseas 
performance, which now 
contributes almost two- 
thirds of sales. 

Such mixed signals were 
echoed in the City. A num- 
ber of analysts downgraded 
full-year profits forecaststo 
about £48m but theshare 
price hardened 2p to i25p. 

Pre-tax profits slipped 
from £24. Lm to £20.6tn ($32m) 
in the six months to June 30, 
excluding a gain of £42.6m 
hum the sale of its automo- 
tive components businesses. 

The decline reflected the 
reduced contribution from 
sold operations and 
increased interest costs of 
£6 .3m (£4. 9m). 

An upturn in the second 
quarter helped lift sales 8 
per cent to £364^m. 

Operating profits on con- 
tinuing operations rose from 
£24m to £25. 7m, with 
improvements overseas off- 



David Trapnell, left, with Chris Beeohami ‘lots of capacity’ for acquisitions 


TMtHmiMn 


setting weakness in the UK. 

Mr Trapnell said water- 
proofing and rooftlles had 
been di sap pointing, with vol- 
umes down 15 per cent in 
the latter. • 

UK sales fell from SO per 
cent to 86 per cent of the 
total while their contribu- 
tion to profits halved to 20 
per cent. 

Syroco, the US plastic gar- 
den. furniture manufacturer 
which Marley bought in 
March 1995 for $l40m. bene- 


fited from a fall in raw mate- 
rials prices, said Mr Trap- 
nan. However, its contribu- 
tion of about £7.5m was 
slightly below analysts' 
expectations. 

Marley continues to look 
for bolt-on acquisitions. Mr 
Chris Beenham, finance 
director, said the group had 
"lots of capacity” with pur- 
chases of up to Clfiftrw not 
out of the question. 

Gross disposal proceeds of 
£75m reduced net debt to 


£88-2m with gearing falling 
from 54 per cent to 29 per 
cent. 

Earnings per share were 
15 .8p including the disposals 
and 4.2p excluding them, 
against 5.1p last time. The 
Interim dividend is main- 
tained at 2 . 1 p. 

Forecast pre-tax profits of 
about £48m for this year give 
a forward multiple of almost 
13, falling to ll in 1997, a 
discount to the lowly rated 
sector of about 19 per cent 
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Rentokil 

escapes 

image 

trap 


By Gooff Dyer 


Rentokil. the world's largest 
business servi c es group, has 
decided that the rat catcher 
image its name projects 
would be out of place in hos- 
pitals, schools and kitchens. 

The group, which in May 
acquired rival BET for 
£2.1 bn, is expected to 
announce today the change 
of its name to Rentokil ini- 
tial and the re-branding of 
about half of its businesses 
under the inirtni logo. 

Initial was the brand 
name for BET'S washroom, 
textile rental Cleaning 
businesses. During the bid 
battle this year Rentokil 
claimed the BBT manage- 
ment had failed to exploit 
the brand’s potential. 

The group is understood 
to feel that it would be diffi- 
cult to use the Rentokil 
name in catering, fur exam- 
ple, where BET had a large 
business. Its security divi- 
sion has had problems In 
the US with the Rentokil 
tag: Over a period of several 
years, it intends to intro- 
duce the Initial brand name 
for operations sneb as 
healthcare, personnel, edu- 
cation and distribution. The 
other half of its businesses - 
Including pest control - will 
retain the Rentokil brand. 

Sir Clive Thompson, 
Rentokil' s chief executive, is 
expected to unveil the iden- 
tity and logo today as he 
announces the group's 
interim results. Helped by a 
two-month contribntion 
from BET, analysts are fore- 
casting that the group will 
record first-half profits of 
£130m-£140m before any 
restructuring charge related 
to the acquisition, compared 
with £99 .2m last time. 

The group has increased 
profits and earnings by 
more than 20 per cent in 
each of the last 14 years. 


Slimmer margins at 
B&B cause 21% fall 


By Motoko Rich 


Bradford & Bangley, the UK’s 
fifth largest building society, 
yesterday announced a 21 
per cent drop in first-half 
profits after imposing a 
deliberate squeeze on inter- 
est margins which helped 
the group nearly double 
gross mortgage lending. 

Pre-tax profits dropped 
from £79.8m to £62. 7m while 
gross lending jumped 90 per 
cent to £1.29bn In the six 
months to June 30. Net lend- 
ing increased nearly five-fold 
from £130m to £63Qm. 

The society, which is com- 
mitted to remaining mutual, 
launched a "members* bene- 
fits" package in January, 
pledging to give back profits 
of £5Qm in the form of lower 
borrowing and higher 
savings rates. The group 
said the drop in interim prof- 
its was "on target". 

Bradford St Bingley's 
results were in contrast to 
those of Halifax - the soci- 
ety planning to convert to a 
public company - which ear- 


lier this week announced a 
sharp contraction in its 
share of the mortgage mar- 
ket. Earlier this month 
Abbey National, which con- 
verted to a bank in 2999. also 
announced a fall in its share 
of net mortgage lending. 

As a result of its more 
attractive Interest rates, 
which are among the lowest 
In the industry, Bradford & 
Blngley sharply expanded its 
share of the gross and net 
lending mortgage market. 

The society’s share of 
gross lending Jumped from 
255 per cent to 4.11 per cent 
and Its share of net lending 
leapt from 1.68 per cent to 
7.74 per cent. This compared 
with the group's share of 
existing mortgage stock of 
about 3.3 per cent. 

Its net interest margin was 
depressed at 1.65 per cent 
(1.9 per cent), and net inter- 
est receivable dropped 14 per 
cent to £127m. 

Mr John Smith, finance 
director, said profits were 
better than they would have 
been under the margin shav- 


ing regime because provi- 
sions for bad debts had 
dropped 26 per cent to £6Gm. 
He said arrears and reposses- 
sions were down because the 
bousing market was improv- 
ing and because of the soci- 
ety’s new debt control pro- 
gramme. 

The society, which with- 
drew discounts and cash 
gifts on mortgages earlier 
this year, wrote back the 
effect of all Incentives 
offered, taking a £14m hit oo 

its profits. 

Assets rose 10 per cent to 
£lG.3bn. and its Tier 1 capital 
ratio improved to 12£4 per 
cent (12.52 per cent). 

"Bradford St Bing ley is 
showing that the mutuals 
can grow more dramatically 
and maintain a very strong 
Tier 1 ratio, which means 
they can maintain this strat- 
egy for two or three years, M 
sold one analyst "They can 
keep the pressure on the 
public players while taking 
market share of new net 
lending that is about two or 
three times their stock." 


BTR in talks for £180m 
sale of Tilcon to CRH 


By Ross Tinman 


BTR is in advanced 
discussions about the sale of 
Tilcon, its US roadstone 
business, to CRH. the acquis- 
itive Irish building materials 
group. 

The sale, for about £180m 
I $ 2 60 m). would advance 
efforts by Mr lan Strachan. 
BTR’s chief executive, to 
refocus Britain's most diver- 
sified conglomerate. 

Neither party would com- 
ment yesterday, but it is 
understood CRH directors 
visiting subsidiaries 

in the north-east of the US 
will meet Mr Strachan. 


A sale of Tilcon has been 
wide ly expected. Last year 
BTR sold the UK arm of the 
business to Minorco of South 
Africa for £330m. 

In the US, Tilcon is a lead- 
ing supplier of quarry prod- 
ucts In nine north-eastern 
states. 

It controls more than 40 
per cent of the aggregates 
market in Connecticut, 
where its business was 
reinforced last year by the 
purchase of smaller rival 
Roncari Industries. 

Tilcon also operates in 
New York, Massachusetts, 
Rhode Island, New Hamp- 
shire, Maine, New Jersey, 


Delaware and Vermont. U 
has a dozen quarries, more 
than 25 aggregate plants, a 
similar number of coated 
stone plants and more than 
10 ready-mixed concrete 
batching plants. 

Analysts estimate that last 
year it made operating prof- 
its of £30m-£40m on sales of 
£200m. 

Dublin-based CRH 
achieved sales of I£1.9ibn 
(£l.97bn) last year, including 
I£597m in the US. Like Til- 
con, it is strong In the 
north-east of the US, where 
its materials business pro- 
duces ready-mixed concrete 
and concrete products. 
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Bunds slide as hopes of rate cut fade 


By 3wnor tekandar 
Richard Lapper 

International government 
bond markets yesterday 
drifted lower after evidence 
of stronger economic activ- 
ity. in Germany, hopes that 
the Bundesbank will cat its 
repo rate today are facing 

B German bunds fell 
sharply, dragging most Euro- 
pean markets in their wake, 
alter publication of the EFO 
business confidence survey. 
Hie survey showed a rise (n 
the German b usiness climate 
index from 90.4 in June to 
94.1 in July. Most analysts 
were expecting a about 91.0. 

Mr Michael Burke, a 
senior economist at Citi- 
bank. said “German eco- 
nomic recovery is under 
way. The only question is 
bow strong ft is.” 

“in this climate, a rate cut 
would appear to be politi- 
cally motivated,” said 


another observer. "They 
[Bundesbank board mem- 
bers] would go to great 
lengths to avoid giving this 
Impression.” 

GOVERNMENT 

BONDS 

Mr Julian Jessop, chief 
European economist at 
Nikko Europe, believes that 
even if the Bundesbank 
decided to ease, "the mar- 
kets would dismiss any cot 
as the last In the current 
cycle". However, Mr Jessop 
does not rule out a surprise; 
“Never forget that the Bund- 
esbank loves to do the unex- 
pected.” 

LlfTe's September bund 
future settled at 97.46, down 
0.60. in the cash market, the 
10-year benchmark bond fell 
0.66 to 99.23. 

■ The German market’s dis- 
mal performance allowed 


most European 'bonds to out- 
perform bunds. Although 
French OATs fell about 0.5, 
their 10-year yield spread 
over bunds narrowed by 4 
bans points to 3. 

French short-term interest 
rates, however, reflected the 
increasing conviction that 
hopes of a rate cut by 
Banque de France had been 
dashed. All futures contracts 
on three-month Fibor rates 
ex p i rin g in the next twelve 
months fen by between 0.07 
and 0.09. "Only a rate cut in 
Germany would have 
allowed one in France,” a 
French trader said. "The fell 
[to Plbor contracts] reflects 
the belief that this is now 
less likely.” 

B Italian bonds, which fan* 
fallen sharply in previous 
days, were underpinned yes- 
ter day by bullish infl ation 
data. Uffie’s September BTP 
future fell 0.43 to dose at 
115.28. In the cadi market. 


atthmiy H the lO-ysar bench- 
mark BTP fell by 0.88 to 
100.67, its yield spread over 
the equivalent bund none 
■ the less tightened by 3 basis 
points to 326. Consumer 
price statistics showing mod- 
est rises to sis large cities 
were released, reinforcing 
economists’ forecasts that 
CPI growth in August is 
likely to have slowed to less 
than 33 per cent annually. 

■ UK gilts fell with other 
European markets, despite 
bullish inflationary data. 
Liffe’s September long gilt 
future settled at 107g, down 
fi. Retail sales fen 0.6 per 
cent in June, against market 
expectations of a 03 per cent 
rise. The data showed con- 
sumer-led inflationary pres- 
sures are likely to be weaker 
than previously thought. 
“This would have justified a 
rise”, said one analyst "But 
gilts could not swim against 
the European [bearish] tide.” 


B The latest evidence of fes- 
ter economic recovery to the 
US came late on Tuesday, 
when the Johnson Redbook 
survey showed a 1-2 per cent 
rise In retail sales in the first 
two weeks of August “The 
US economic slowdown 
could be a mirage,'’ said Mr 
Burke at Citibank. Mr Adam 
Chester, bond strategist at 
Yamaichl International in 
London, said: "We are seeing 
early signs that the economy 
is bouncing badk." There 
were also indications that 
hedge funds, significant buy- 
ers of Treasuries in the past 
two months, were using any 
uptick to prices to take 
profit 

By early afternoon to New 
York the benchmark 30-year 
Treasury was down nearly 
half a point, with the yield 
up 3 basis points to 6.68 per 
cent. The 10-year bond was 
down ft at 102$. in Chicago, 
the September T-bond con- 
tract was at HOg. down ft. 


Focus turns to 
retail investors 


New international bond issues 


By Conner MkkMmann 

Retail investors were the 
focus of primary activity 
yesterday in the eurobond 
market, which saw a handful 
of issues. 

The Kingdom of Denmark 
returned to the US dollar 
sector after a l‘/,-year 

INTERNATIONAL 

BONDS 

Absence, with 9200m of 
three-year bonds, priced to 
yield 3 basis points over 
Treasuries. 

While some dealers 
deemed the spread tight, 
lead manager Nikko said the 
paper offered a yield pick-up 
over bonds issued in July by 


triple-A rated Austria, which 
yield 4 basis points fewer 
than Treasuries. Denmark is 
rated Aai/AA+. Nikko said 
the bonds were aimed 
largely at European retail 
investors keen on buying 
paper from a non-flnancial, 
sovereign borrower. 

In the D-Mark sector, two 
issues were priced off the 
government’s new five-year 
notes, the 5 per cent Bunde- 
sobligation 119, auctioned 
yesterday. 

DSL Finance launched 
DMSOOm of 5% per cent 
notes yielding 22 basis points 
over the new note, or 27 
basis points over the previ- 
ous benchmark, bobl 118. 
Merrill Lynch, joint lead 
with UBS, said the issue was 
well-received and the spread 
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held steady at its launch 
level. Also to the five-year 
sector, Oesterreichische 
Investittonskredit, an Aus- 
trian bank which lends to 
industry borrowers. Issued 
DM2 00m of 5.5 per cent 
bonds at 38 basis points over 
bobls at the break-even 


price, at which the bonds 
were being offered. 

Lead WestLB said it placed 
about a third of its quota on 
the first day, mostly with 
retail investors in Austria 
and Germany. 

Other retail-oriented offer- 
ings included a tightly- 


priced C$1 00m six-year issue 
for the World Bank, yielding 
flat to Canadian government 
bonds, via CEBC Wood 
Gundy and Paribas, and a 
NZ$l0Om offering of 8.125 per 
cent two-year bonds for the 
Commonwealth Bank of 
Australia via CBA. 


Cautious 
overseas v 
response to 
Russia sale 


By Richard Lapper, 

Capital Markets Editor 

Foreign investors responded 
cautiously to yesterday’s 
. auction of RbslI.SOflbu 
($2L2bu) to Treasury bills by 
the Rnfrian government, the 
first such, public sale since 
rule* governing non-resi- 
dent participation to the 
market were liberalised this 

winnth 

Foreigners bid only 
BbsSOObn, well short of the 
RbsS.OOObn on offer to them, 
with dealers and analysts 
attributing the poor 
response partially to diffi- 
culties with documentation. 

"The procedure* are 
pretty complicated and 
many people were still 
unclear about the mecha- 
nisms and waiting to see 
how the auction went,” said 
Mr Daniel McGovern, head 
of emerging market 
research at Merrill Lynch. 

"We were not surprised 
and would expect a signifi- 
cantly higher level of partic- 
ipation at the next auction 
[the sale of Rbs7,000bn an 
August 28V he added- 

Since August 15, non- 
resident investors have been 
allowed to open rouble 
accounts at selected Russian 
banks, which they can use 
to buy and sell Treasury 
bills. 

There is no limit on the 
amount that can be repatri- 
ated from these accounts. 
Foreign currency purchases 
must be made through for- 
ward deals, but these can be 
negotiated when investors 
want to repatriate profits. 

It is expected in some 
quarters that investors who 
currently hold bills through 
unauthorised structured 
schemes, will begin to trans- 
fer their positions into 
accounts opened under the 
new arrangements. 


Australia rallies 

as S&P lifts 

rating outlook 


By Conner Mkktoimann 
and Samer Iskander 

Australian government 
-bands rosashaiply yesterday 
with long-term yields filin g 
to their lowest level to 2% 
years, buoyed by the new 
government’s cost-cutting 
budget and Standard & 
Poor’s decision to upgrade 
its foreign-currency rating, 
outlook for Australia from 
stable to poetttve. 

The outlook change 
reflected the substantial fis- 
cal tightening implied by 

Tuesday's budget, the 
agency wdd - "Australia’s net 
public external debt burden 
could decltoe- markedly if 
this fiscal, stance is main- 
tained medium-term.” 

SAP's move prolonged the 
recent bond rally, which 
might otherwise have faded 
after a mildly disappoin ti ng 
budget. “The budget mea- 
sures weren’t quite as strong 
as we had expected, t h o ug h 
the thrust of it was spot-on,” 
caffl Mr James Shugg, econo- 
mist at Westpac Banking 
Corporation to Londo n . 

"The economic assump- 
tions [the budget] is based 
rm are slightly over-optimis- 
tic," agreed Ms Nikki Nel- 
son-Smith, an economist at 
Hambros Fund Management. 

Australian bonds have per- 
formed very strongly to 
recent months, buoyed by 

the change in government in 
March, anticipation of a 
ti ght budget from the new 
conservative administration, 
hopes that labour market 
reforms would curb wsge 
inflation, and evidence of a 
slowing economy. 

The yield on Australia’s 
10-year benchmark bond 
stood at 7.8 per cent yester- 
day, down from about 9 per 
cent three months ago, and 
as high as 10.5 per cent to 



early 1995. The 10-year 
spread over US Treasuries, 
meanwhile, narrowed from 
nearly 300 basis points in 
March 1995 to 130 yesterday, 
and some observers . expect 
this trend to continue. “We 
see the spread over Trea- 
suries narrowing to around 
100 basis points as the econ- 
omy c ontinu es to slow," Mr 
Shugg said. 

After GDP growth of 4.1 
per cent to fiscal 1995-96, he 
expects growth for 1996-97 to 
fell to about 2.75 per cent. 
Underlying inflation, mean- 
while, should fell from 3.1 
per cent currently to about 
2.5 per cent by the end of the 
year, he predicted - well 
within the Reserve Bank’s 
2-3 per cent range. All this 
could prompt another half- 
point interest rate cut by the 
Reserve Rank in October or 
November, he said. 

But a monetary easing 
might damage bonds by 
reviving inflationary fears. 
“The disinflationary trend is 

likely nearing its bottom," 
said analysts at Bridgewater 
Associates, the US-based 
bond and currency traders. 
“The [GDP] deflator was up 
a noticeable 03 per cent to 
the second quarter.” 
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CURRENCIES AND MONEY 


MARKETS REPORT 


D-R/lark firmer after hopes of rate cut dented 


By Richard Adams 


Currency markets did a 
rapid about-turn yesterday 
after expectations of a possi- 
ble interest rate cut by the 
Bundesbank today were 
dampened by stronger th an 
expected economic news. 

Traders became less confi- 
dent about the likelihood of 
a cut in the repo rate at the 
bank’s central council meet- 
ing today, while others 
revised down their estimates 
of the size of the reduction 
following 1 a jump in the Ifo 
business climate index. 

This caused the D-Mark to 
strengthen against most 
major currencies by close of 
trading in London yesterday. 

Higher interest rate expec- 
tations also led to fells of 
10-13 basis points in some 
three-month Euro mark con- 
tracts. 

The D-Mark rose against 
the dollar to DM1.4S1 in Lon- 
don. from DMi.489 at the 
day's dose on Tuesday. 


It also strengthened 
against starting, at 

DM2.297 from DM&304. and 
a g a i n st the Japanese yen, at 
Y73.10 from Y72.74. 

Peripheral European cur- 
rencies also suffered against 
the D-Mark. The lira lost 
ground to close at Li,023, 
from LZ.019 previously,' 
while the French franc 
moved out to FFra.421 from 
FFr3.416. 

In Europe the exception 
was the Swiss franc as it 
be nefi ted from its role as a 
safe haven currency. On-go- 
ing concern about the health 
of Russian President Boris 
Yeltsin caused the franc to 
rise to SFtl.1993 against the 
dollar, from SFn.2083. 


i Rumours sometimes turn 
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Out to be true, as the mar- 
kets discovered yesterday. 

In spite of speculation cir- 
culating on Tuesday of a 
higber-than-expected rise in 
German business confidence, 
there was still plenty of sur- 
prise yesterday when the 
monthly ifo Index proved to 
be buoyant. 

The jump in the index to 

94.1 last month, from 90.4 in 
June, exceeded economists' 
expectations of a reading of 
about 9L0. 

The market feeling was 
that the figures, which 
suggested that a healthy eco- 
nomic recovery might 
already be under way, made 
it less likely that the Bund- 
esbank would cut short-term 
interest rates. 

Mr Ray Attrffl, at 4CAST 
In London, said: “It’s the 
main reason why the mark 
firmed, the consensus has 
moved away from expecting 
a repo rate cut.” 

The other good economic 
news for Germany was an 
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upward revision in the index 
of west German industry 
orders to 9&3 in June, from a 
provisional 97.7. 

Mr Paul Meggnesi, a 
senior currency economist at 
Deutsche Morgan Grenfell in 
London, said: "This means 
that the German economy is 
well positioned going into 
the third quarter, the second 
quarter looks strong, and 


growth should be above 1 
per cent [of GDP]. 

“The Ifo data, combined 
with the industry orders 
June data revision, both sug- 
gest that the economy is bet- 
ter positioned than had been 
thought” 

But Mr Megguesd thought 
rate cuts today would not 
necessarily lead to a fell in 
the D-Mark if the market 
thought the cycle of rate 
cuts had ended. 

“Whatever the Bundes- 
bank do, it's difficult to see 
anything other than a trend 
towards a firmer D-Mark,” 
he said. 

One London trader agreed 
the Ifo figures had taken the 
wind out of the Bundes- 
bank’s sails, but thought 
there was still room for mar- 
ket disappointment today: 
“The expectations to cut had 
been so intense, but I don’t 
think the Ifo figures got rid 
of all the markets' expecta- 
tions. 

“It could act as a deter- 


rent. What the Bundesbank 
want is to keep the rate cut 
fantasy going, and let them 
dribble out on to the market 
over the next few months. 

“There’s still a good 
chance of nothing happen- 
ing. Even a five [basis] point 
cut would be a disappoint- 
ment.” 

The French Crane and the 
Italian lira are the can- 
didates for any fall-out from 
market disappointment 
today. The London trader 
said; “Everyone in the mar- 
ket wants to have a go at 
D-Mark /Paris, and it's just a 
case of getting positions.” 
rerering to France's per- 
ceived difficulties in meeting 
the criteria for European 
monetary union. 
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13 
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13 
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126.105 

-22 
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-0.05 

9529 

05.55 

614 

6182 

Mar 

95.62 

95.46 

-0.06 

95.52 

35.45 

156 

2957 

Jun 

9524 

9527 

-0.06 

9528 

95.24 

71 

2853 


LFre fumes alao traded on apt 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Aug » BA- DKr ' HV 

DM' 

K 

L 

H 

NKr 

H 

Pt« 

SKr 

Sflr 

• £ 

CS 

S 

Y 

Ecu 

Belgium 

(0=0 

100 

18.76 

18.00 

4.852 

2JD32 

4064 

5441 

2123 

4982 

4166 

21.81 

3.927 

2.112 

4406 

3276 

354.7 

2281 

Denmark 

(DKr) 

53J32 

10 

6850 

2-587 

1.083 

2847 

2201 

1121 

285.7 

2169 

11-52 

2094 

1.126. 

2289 

1.747 

189.1 

1278 


(FFi) 

6024 

11.30 

10 

2JJ23 

1224 

2901 

3278 

12.07 

3002 

2474 

13-02 

2268 

1273 

2.711 

1574 

219.7 

1255 

Oh many 

(DM) 

20.61 

3L865 

6421 

1 

0.418 

1023 

1.121 

4235 

102.7 

84.63 

4454 

6809 

0435 

6927 

6875 

73.10 

6532 

Mend 

«5 

48-21 

6230 

6168 

2^88 

1 

2443 

2.678 

1025 

2432 

202.1 

10.83 

1232 

1.040 

2214 

1212 

1745 

1270 

Italy 

W 

2.014 

6378 

0-334 

0J»8 

04)41 

ioa 

6110 

0424 

1604 

8272 

0435 

607B 

0-043 

6091 

6066 

7.145 

0-052 

Netherlands 

(H) 

ia38 

6447 

3.050 

0JB92 

0273 

9122 

1 

3.865 

.9128 

7547 

3-871 

6722 

0288 

0227 

0.602 

65.18 

0474 

Norway 

(NKr) 

47^4 

6917 

7J02 

2207 

0-066 

2360 

2287 

10 

2369 

1852 

1027 

1267 

1204 

2.139 

1558 

1682 

1227 


(Es) 

20.07 

3.764 

3-331 

0974 

0.406 

9062 

1292 

4221 

ioa 

8241 

4237 

0.788 

0434 

0503 

0257 

71.17 

021 B 


(PW) 

2435 

4.507 

4.042 

1.182 

0.495 

1209 

1225 

5-122 

1212 

106 

5282 

6958 

0514 

. 1596 

6708 

8827 

6629 

Sweden 

(SM 

4628 

BJ5T9 

7.681 

2245 

0240 

2207 

2.518 

0.733 

2366 

I960 

10 

1217 

0878 

2582 

1516 

164.1 

1.195 

Stetwtete 

(SR) 

25-47 

4.776 

4227 

1238 

0217 

1264 

1286 

52M 

1269 

104.6 

5-503 

1 

n.wa 

1.146 

6834 

9022 

6867 

UK 

(Q 

47S4 


7.858 

2207 

0282 

2350 

2276 

9257 

2352 

1044 

1023 

1.059 

1 

2.130 

1251 

1675 

1222 


(CS) 

2223 

4.169 

6689 

1278. 

0452 

1103 

1209 

4.675 

1102 

9127 

4203 

0273 

6469 

1 

6728 

7823 

0574 

US 

(S) 

30.52 

5-725 

5.006 

1-481 

oseo 

1515 

1281 

6420 

152.1 

125-3 

6596 

1.188 

6B45 

1273 

1 

1082 

6788 


(Y) 

2620 

5588 

4.680 

1268 

0.573 

1400 

1234 

5230 

1465 

1 15-8 

6.093 

1.107 

0596 

1268 

6924 

106 

6728 

ECO 38.74 7.266 6430 

Danish Kronur. F ranch Frtno. Norawflkn Krooer. and 

1280 0.787 1823 2-108 6148 1B60' 150.1 6372 

BwedHh Kroner par 10; Bolgtan Frtno. Yen, Eacudo. Unt and Peeata par 10a 

1521 

6818 

1.743 

1269 

137.4 

1 


PMM) DM 420000 per DM 


L nmiRBS {tMM) Yen 12.5 per Yen 100 


S6P 

Daa 

Mar 

Open 

0.8727 

68774 

Latest 

08755 

66792 

05804 

Change 

+00027 

+05026 

High 

06750 

05796 

Law 

68748 

05787 

Bn. vd 
11.873 
410 

6 

Open Ml 
63,782 
5215 

872 

Sap 

Dec 

Mar 

Open 

69265 

02378 

Lteete 

0.9270 

68378 

69505 

Change 

+05009 

+05001 

W*i 

68270 

0-9383 

Low 

05261 

05377 

Eta. vd 
18.898 
351 

3 

Open tot 
65523 
6501 
168 

■ SWISS 

FRANC FUTURES (JMM) SR 125500 per SR 



■ STB 

UH FUTURES 0MMJ ES2500 per C 




Sep 

Dec 

Mar 

68310 

68390 

02354 

68415 

02485 

+05041 

+60037 

+60036 

02362 

68424 

02344 

68407 

8.847 

234 

2 

36.034 

1740 

614 

Sep 

Dec 

Mar 

15474 

15486 

15482 

15480 

12400 

+05016 

+05024 

+0.0026 

15500 

15490 

15482 

1.5480 

15430 

5.356 

52 

3 

48507 

1504 

9 


UK INTEREST RATES 


LONDON MONEY RATES 

Aug 21 Over- 7 days One Three Six 

right notice month months months 


One 

year 


Hrtank Starling I* - 5 5% - 5* 5g - 5§ ^ - 5» 5g - 5» 6ft - SB 
Staring CDs - ' 

Traasuy Btts - - " 3? r? - -c_~ 

Boik - - 5iJ - 5®g 5% - 5ft 5% - 5B “ 

Local authority daps. 5fi - 5,’, SA. - 5% 5% - 5% SB - S» 5% - « 6H - Ofl 

Dtecomt Market dapa 6 - 5ft 5% - Sfg 


UK dearirn bato ben lending rees JV par cent fmm June 6, 1898 

Upjo 1 1-3 3-6 6-9 


8-12 


Carta ri Tax dap- (E10050Q) 

Cote c# Tax dep. under 2100000 la 2>ipeJ 0 


5b 


5 5 

1 lor cash iVipc. 


4* 


1 of Tax dep. under cibmot a 
An- tender (atari ttacouni on 
W day July 31. 1908. Agreed rate tor period Aug 28. 1898 to WP^IMO UMthW ■ “ 
TXNSpa. AMmme im for pwted Jl« 29. iSOBroMf 31. 1BB0- Schorm V SUnipo. 

fkmem How^ B—m Me 6pe torn ** 1. 

■ mncE month npoBW Hnwg (liffe) fiSpmxio poWa c A ioo« 


Sep 

Dae 

Mar 

Jun 

Sep 


Open Sett price Change Hgh 
94^1 94^6 +0.03 9^26 

84.16 94J0 +003 94£3 

B3J4 8087 +081 B<-03 

g3-5S 03.59 -OlOI 83.64 

0320 83.19 -A02 93J24 


Law 

0421 

84.14 

93-02 

33.55 

03.18 


EaL vdi Open tot. 
14196 71909 

28834 113238 

18617 77080 

8338 32563 

2470 34858 


bated on APT. Al Open Manta figs, an tor pmtea day. 

■ tiHTMiT CTHLlMO O PT iOM B fl-fl-FR E5OIX000 poK> of 10096 


Price 


8450 

MTS 


0.05 

0 

0 


CALLS 
Dec 
0.12 ■ 
0A4 
0J31 


Mar 

aia 

cob 

0C4 


Sap 

0.05 

025 

a so 


pure 

Dee Mar 

017 043 

024 oei 

OS6 082 


Crt voL total. CMs 4480 PUB +653. Pravtous ite/s opart W-. Cm 14375B Pus 1*7712 


■MS EUROPEAN CURRENCY UNIT RATES 

Aug 21 Ecu can. Rate Change K+/-tnom M> spread Dtir. 

nrtaa against Ecu on day pan, rata v wanheet tod. 


Spain 

1BSL4B3 

180972 

+0594 

-054 

2.48 

7 

NaSbarianda 

2.16214 

2.13320 

-0.00224 

-0.88 

2.42 

7 

BsWisn 

385860 

38.1820 

-0.0349 

-654 

258 

4 

Oarmany 

151007 

150182 

-050187 

-643 

1.98 

4 

Acntrle 

13.4383 

135827 

-0514 

-641 

154 

3 

Pertugal 

125.792 

1B5572 

+0.101 

-057 

1.79 

2 

Ireland 

6782214 

6796521 

+0500848 

654 

057 

-4 

Denmertc 

7.28580 

755044 

-050249 

029 

663 

-6 

France 

6.40808 

650352 

-60007 

152 

0.00 

-13 

NON BUM MEMBERS 






Goeeee 

292267 

304506 

+0.042 

320 

_2_20 

— 

Italy 

2106.15 

1946-50 

+758 

-7.58 

925 

— 

UK 

0.766652 

0227679 

+0501377 

552 

-351 

- 


EcucanaalntoaM by toe Bxapa i Comrataton. Curemes as n itonren *ig nital ra rtrength. 
Panamga edangesere lor Ecu; a porthe dungs danouc a mk curamgrChnyanca ehoM toe t&lo 
bsmun bra ipmidK tbs penentegB dBasnca t*t*e«i toe mol msM mat Etu cental rase fora 
Hjroncy. a>d toe insidmun p t nlto d penet ta ge rtwIiillBn ol the i^nencyb ratal rate from la Ecu 


lUamnnMhini EHH.I 

SC C/SONTTOMS £31 


cstoutotea by toe Hnuncta) hmea. 
- per pound] 


BASE LENDING RATES 


% 

Adam 8 Company 5.75 

ABM TVuN Bank 5-75 

AISBank 5.75 

•Henry ArabBdto 6.7S 

B**otBoroda 6.7S 

Banco BtosoVbcaya 5.75 

Bar* Cyprus 5-75 

Bankalireiand - 

Bar*o(fndto 

Ba^otawMd 
BorttaysBank 
BHtBkMMdl 


6.75 

5.75 
5-7H 
&7S 

*75 

•BtoMiStatey&ODLid 5.75 
OHPeitoHA *75 

dydrtxWte Bank &7E 

■n» Cotoparitiw a*rifi.75 

Coyns & Co 

Ci*dn LyonnaK 


5.75 

5.75 


Oyprua FtopuiarBam 4« 
Dtxtoan LCBMle 5.75 
r i m ilir Bank Limited 8.75 
FtoanetfAGNiBHlk 7JD0 
•Robert RemkigA CoB.75 
G iroba n k ' k75 

•OutonesaManon A75 
HM B«* AG Zttodl 5.70 
•HambroaBai* 5.75 
Hwttxfcte 5 Gen Im Sk5.75 
•HU Samuel STS 

& HtooreACo 5.75 

HvrgtamDA6KBn|dtel5.75 

jMan Hodga Bank 5.76 
ptjopgtJJOtephlSw* 5.75 
Lloyds Bortk 6-75 

MkttndBenk S.W 

-Mount C»* COtp 8.00 


% 

NteWeatmlnate' 5.TC 
•ReaBrotiKa 875 
neyNSksTBecaand 875 
•Snger & FriedtertdW 5.75 
•Sntiti&vygmsr Sees 5.75 
seottah WAdawB Sank &7S 
TSB 5.75 

‘ United Bark oFKUwriL 6^5 
IMy Trust Bank Pic 875 
Weewm Truer 875 
WhtanMvLNdtta 575 
YortarinBank 875 


• MontoeoNLdrtden 

Investment Banking 


toarinktaMM 


Strike 

Price 

Sep 

CALLS — 

Oct 

Nov 

Sep 

PUTS — 
Oct 

Nov 

1530 

150 

220 

253 

611 

046 

058 

1540 

1.15 

1J54 

157 

636 

678 

124 

156© 

0.50 

151 

1.45 

0.81 

125 

1.72 

1580 

02* 

0.61 

1.04 

146 

156 

250 

1570 

0-05 

0.34 

671 

227 

- 

- 

Pi a* tore rtay*« uoL. Cate 1582 Puts 2530. 

Rwr. dayT open KL. Cteta 153,483 Pus 1405S3 

■ TURK MONTH FMtOPOLt JUt OMM) Sim points of 10096 


Open 

Latest Change High 

Low 

Esl vol 

Open tot 

Sep 

94/44 

94/45 

9446 

94/44 

63,383 

377538 

Dec 

94.19 

9420 -601 8421 

94.19 

60221 

466358 

Mar 

80.04 

8354 -617 83.12 

aa.ii 

34581 

87,456 

j ■ M TREASURY RU. FUTURES (IMM) Sim per 100M 



1 Sep 

8457 

9457 

8457 

94.96 

798 

7288 

1 Dec 

_ 

9452 

9452 

94.79 

219 

1.878 

1 Mar 

9456 

94.88 -053 94.68 

8468 

46 

770 

] Al Open toteraot flea, tea far pravfaa ctay 





| ■ BIWMIARK OSTMMS (UFFE) DMIm points of 100M 



Strike 

Price 







Sap 

Oct Nov 

Dac Sep Oet 

NOV 

Deo 

8650 . 

020 0.18 621 

624 052 0.06 

607 

610 

9675 

604 0.06 0.08 

0.10 0.11 0.17 

619 

021 

9700 . 

0 052 0.02 

053 052 058 

058 

638 

1 Rtf. voL Mte. CMS 34342 PUB 22707. PMMtoUB {Joy's Open mu Cate 338199 Puts 326106 [ 

i ■ BUKO SWISS TltANC OPTIONS (UFFE) SFr im prims of 100% 


Strika 





P>PBV| 


Sap 


Mar 

Sap 

Doc 

Mar 

Prita 

9775 

60« 

0.12 

0.13 

614 

nw 

0.50 

8800 

602 

603 

058 

057 

048 

688 

ii rrr i. l- t i. ■ m 


1 ( A.i-.'t .t i hii.,j 



Strike 





JlbE 


Price 

Sap 

Dec 

Mar 

Sep 

Dec 

Mar 

B12B 

616 

668 

057 

613 

0.1 s 

620 

9150 

058 

650 

078 

028 

622 

028 

9175 

053 

055 

052 

648 

632 

636 

[ Eat veL mh(, Ca» 8240 P>aa 2186. Provieua naya epM Ml, C*ta 7W24 ret, 9flM7 1 


CB FUND INTERNATIONAL 

Sod£t£ d'lnvestisaasent 1 Capital \5uiablc 
1QA, Boulevard Royal, Tjiy e mhoaj rg 
R-C. Luxembourg B 21.603 


1 


NOTICE OF DIVIDEND PAYMENT 

The General Meeting ol Shareholders of CB FOND INTERNATIONAL 
has decided to pay a dividend of USD 1.00 per abarebr die iinaocul 
year endin* May 31, 1996 to each share held on August 16, 1996, 
the aharea being quoced ex-dividend on. August 19, 1996. 

This payment will be made on and after August 26, 1996 against 
delivery of coupon N*12 to die Banque Paribas Luxembourg, IDA, 
Boulevard Royal, Luxembourg 

Dividend cheques will be sent to ccgimered shareholders. 

cored dare will lapse 


Dividends not within 5 years of 

and revert to the Fund. 


Iwoemboaxg, 16th August, 1996 


For the Board of Directors 




Avco Trust PLC 


(Incorparastd teith Bnmud babthiy ia and Hbfcl tutdrr ttte Cotnpamn Act HUB. 

Rrguiend amber 721502 ) 

Ait authorised Irarfnaiiw under the Batting Act J987 

£75,000,000 

Guaranteed Floating Rate Notes due 1998 

Notice is hereby green that the Rare of interest for the talercsi period August 
20, 1996 to November 20. 1996 has been fixed a i t£fc and that the 
■merest payable on Dm relevant i n terc a t Payment Date November 20. 1996 
ogafaaat Coupon No. 6 will be L150.R7 in respect of ClfLOOO nomliuil of Ibc 
Notes, and £1^08-20 in reqxct of L1CXLOOO of the notes. 


By: Q btirnk, HA. (Craponar Agfecy and Thai. Agtm Beet CmBANKi 


BANK OF GREECE 


US $250,000,000 
Floating Rale Notes 
due 1897 


Holders of Floating Rata 
Notes of the above issue are 
hereby notified that for the 
Interest Period from 22nd 
August, 1996 to 24th 
February, 1997 the following 
information is relevant 

1. Raa of Interest 5.3375% 
per annum 

2. Interest Amount payable 
on Merest Foment Data: 
US$ 306.77 per 

US$ 10,000.00 nominal or 
US$7,569.27 per 
USS 250,000.00 nominal 
3 l Interest Payment Dale: 

24th February, 1997 


Agent Bank 
Bank of America 
in terna tional Limited 


European IuvMtuxotBcnk 
BCUSOOiMWM 

HtodwltakNoHi 
doe 2802 

In Keontence wbb tbeprevimai of dw 

Notes, notice Is hereby green due the 

Ram of hferen far toe six mootii petied 
entire 21m rcb r w uy. 1997 bn been 
fixed at -VK2031 4pcr annum. Tbo interest 


for snch tix month period w3) 
3JM0 Bat 


be ecu 517.63 per nc . 

Note, taxi ECU 1 ^LfiOpo-ECU 1 OCWJOO 
Bearer Note, on 2Jm February, 1W 
agxina pre muji li f i of Coupon No. 10. 

Wen Bbnk of S a to rtmd (T. 

LondM Bcapds AgmeXak *3 

Erin Anxnm. 1»< 


USD 150,000,000 


ISITTUTO 
BANCARIO SAN 
PAOLO D1 TORINO 
S^>-A. 


Hoaftng Rate 
Depository Receipts 
dne 1998 

knersst Ram 641783% 

Interest Period 


August 21. 1986 
February 21, 1997 

Interest Amount due on 

Fetauary 2i. 1087 per 

USD 1,000 USD 

USD 10,000 USD 

USD 100.000 USD 


31j03 

31026 

3,102-60 


Banque G£n£rale 

du Luxembourg 


Agent Bank 


TOSHOKU R NANCE NETHSUANDS B.V. 
US $15,000^00 
Roaring Rote Notes 1997 
In mie ta Pte l od 12nd AuguM. men 

24tti February. 1897 

hue ram Rote eQSmpaamian 

rn ea u rn F oy iuta i dug 
240iMxue>y-m7 

pwussiaoooNoui ussmei 

Mppbn&aAtottornntionalLkiiitad 
London 
Agent Berk 
32nd Auguc. 1998 



OVERSEAS UNION BANK LIMITED 

(Incorporated In the Republic of Singapore) 


US$100,000,000 

SUBORDINATED FLOATING RATE 
NOTES DUE 2011 


In accordanca with tha provisions of the Notes, 
notice is hereby given that Noteholders may exercise 
their option to have their Notes redeemed by the 
Bank at par on the Interest Payment Date falling 
on 25 October 199€ by depositing the Notes to be 
redeemed (together with ail unmatured Coupons and 
any Talons appertaining thereto) between the period 
commencing 26 August 1996 and ending on 
10 September 1996 with any of the Paying Agents. 
Any Note so deposited may not be withdrawn 
without the prior consent of the Bank. 


Capitalised terms used herein bear the same 
meanings ascribed to them in the Notes. 


OVERSEAS UNION BANK LIMITED 

18 August 1996 


The Royal Bank 
of Scotland Group pic 


^200,000,000 

FLOATING RATE NOTES 2005 


In accordance with the Terms and Conditions of the 
Notes, notice is hereby given that for the Interest 
Period from 20th August 1996 to 20th November 
1996, the Notes will bear a Rate of Interest of 5.875% 
per annum. The amount of interest payable on 20th 
November 1 9% will be £73.84 per _£5,000 Note and 
£738.39 per £50,000 Note. 

AGENT BANK; 

Charterhouse Bank limited 

is Regulated by The Secuntir* and Future* Authority 


A 


CHARTERHOUSE 


US$1 00.000,000 

FLOATING RATE DEPOSITARY RECEIPTS DUE 1997 

lesusd by The Lew Debenture Trust Corporation pic svidendng 
anmament to payment ol p rincipal and inter oM on deposits wth 


230 EL 


Banca Nazionale del Lavoro 

Cmapamei a at Isdaeo M Oadte d Onu A4Mn bt the ftoteOc &My) 

London B ranc h 

Notice is hereby given tha* the Rate of Interest for Coupon 
No. 45 has been fixed at 5.75% pa and that the interest 

payable on the relevant frrtere** A 

1996 in respect of US$10,000 
USS1 46.94 and in rt 
Receipts wfli be US$3 


aewwii HABW OL r 

on the relevant Interest Payment Date. November 22, 
nominal of the Receipts wH be 


USS 146. 94 and in respert of US$250,000 nominal of the 


August 2Z 1996 London 

By;qfateiiA.(Ct»pormre«eqri«Tai*i}.AflirtB»rfc CTTIBANOO 



f 


















18 


financial times 


THURSDAY AUGUST 22 >996 


COMMODITIES AND AGRICULTURE 


Gold lures miners into the 
shadow of the volcano 



■I 

Kenneth Gooding visits the challenging mine site on 
Lihir Island in Papua New Guinea 


I t is not every day one 
has the chance to look 
down into a live volcano 
from only a few metres 
above Its crater. Admittedly, 
this volcano, Tavurvur, in 
Papua New Guinea, was now 
only emitting a stream or 
black smoke, having vio- 
lently erupted 18 months 
earlier. Yet from our Twin 
Otter aircraft, we could see 
clearly the damage caused 

by Tavurvur and its twin, 
Vulcan, when they both 
erupted on either side of the 
town or Rabaul. Volcanic 
ash still covered most of the 
town, its airstrip and golf 
course. 

All this devastation was 
only half an hour's flying 
time from Lihir Island, our 
destination and the site of 
what Is to become one of the 
world's biggest gold mines. 
Two open pits will be dug In 
the crater of another vol- 
cano. the eastern side of 
which has slipped into the 
sea. 

Geologists estimate that 
the last eruption on Lihir, 
700km from the PNG main- 
land in the Bismark Sea. was 

300.000 years ago but rem- 
nants of this activity are still 
plain to see. There is a sul- 
phurous hot spring on the 
beach near the mine site 
where the locals sometimes 
cooked food; and nearby, 
some of the sand bubbles 
like porridge in a pot. These 
are fUmaroles, or gas emit- 
ting boles, common in volca- 
nic areas. 

The miners know that 
eventually part of their open 
pit will be in an active geo- 
thermal area where water 
temperatures of 170* C (338° 
F) have been measured at 
the ultimate pit depth, 200m 
below sea level. 

Geologist Mr Don Hall 
says: “What we have here is 
a dying volcano that is get- 


ting a lot of water into it**. 

This is also an area of 
“moderate" seismic activity 
but Mr Hall says comfort- 
ingly that, although earth- 
quakes have occurred from 
time to time within 50km of 
the project, the level of shak- 
ing at the site has not been 
severe. 

It certainly will not be 
easy to recover gold from 
this expiring volcano but 
there is so much of the pre- 
cious metal - Lihir contains 
one of the biggest undevel- 
oped gold deposits in tbe 
world, 14m tray ounces of 
reserves and 42m ounces of 
resources - that the miners 
cannot resist having a go. 
Lihir Gold, a PNG company 
set up for the venture and 
floated on the Australian 


that mining Lihir 'a voleaKO 
presents some unique prob- 
lems. As the two pits are 
gradually opened up, eventu- 
ally to merge into an area of 
two square kilometres, huge 
quantities of ground water 
win have to be dealt with 
because on this island the 
average rainfall is four 
metres a year. Any day it 
does not rain is unusual Sea 
water will also flow in 
through the permeable rock 
if allowed to. More terrify- 
ing, in the active geothermal 
areas boiling water and 
steam will have to be dealt 
with. 

Nowhere else in the world 
has anybody mined in an 
active geothermal system 
immediately next to the sea. 
No one has yet opened up an 


Lihir Gold's experts have 
worked out a complex sys- 
tem of wells outside the pit 
area to remove hot water 
and to act as vents to relieve 
pressure from the steam and 
gases. There will also be 
wells in the pit from which 
water will be pumped. 

At present the estimated 
annual cost for well installa- 
tion and operations range 
from $2m in the early years 
to $5m. Two consultants who 
have examined the project. 
Hydro ligic Consultants and 
Witherspoon, say, however, 
that every large scale de- 
watering project with which 
they are familiar “bad to go 
through a learning curve 
with respect to well design 
and construction and, in 
most cases, costs have gone 










Nowhere else in the world has anybody mined in an active 
geothermal system immediately next to the sea 


There is so much gold at Lihir, one of 
the biggest undeveloped deposits in the 
world, that the miners cannot resist 
having a go, in spite of the daunting 
problems presented by the site 


stock exchange last year, 
has taken up the challenge. 

If all goes according to 
plan, the first gold should be 
produced next year, some 14 
years after the deposit was 
discovered by Nlugini Min- 
ing, another PNG company 
and one of the big sharehold- 
ers in Lihir Gold. Hie hanks 
which are providing some of 
the US$700m needed to bring 
the mine into operation have 
insisted that RTZ-CRA. tbe 
world's biggest mining 
group and another share- 
holder in Lihir Gold, man- 
ages tbe project- until they 
are repaid. 

The banks are well aware 


active geothermal system 
where depressurisation 
caused by de- watering is 
expected to cause boiling 
generation of steam. 

About one quarter of the 
rock to be mined will have a 
temperature of more than 
100° C (212° F) with a top 
temperature of about I40 a C 
(284° F). Ordinary explosives 
tend to blow up immediately 
when inserted into hot 
rocks. So specially com- 
pounded emulsion explo- 
sives, mixed on site by con- 
tractors, will be used where 
high rock temperatures or 
reactive rocks are encoun- 
tered. 


up significantly, primarily as 
a result of significant 
increases in well diameters 
and depths". 

Lihir Gold's challenges do 
not stop there. The present 
plan envisages is years of 
mining during which 420m 
tonnes of rock will be 
moved. It was decided that 
waste rock and t ailing s 
(waste from ore processing) 
oould not be piled up on the 
island- because of the steep- 
ness of its slopes, the phe- 
nomenal rainfall and the 
possibility of earthquakes. 
Also, it was estimated that 
600-hectares of virgin rain 
forest would have to be- 


cleared to make way for a 
tailing s storage area. 

So waste rock will be 
taken by barges L5km from 
shore and dumped In the sea 

- up to 34m tonnes of it a 
year. Lihir says this will 
cause surface and subsurface 
plumes of suspended sedi- 
ment to form and settle 
through the water column 
and also some smothering of 
deep ocean floor flora and 
fauna. However, any acidity 
will be rapidly neutralised 
by the seawater, while met- 
als will either rapidly precip- 
itate out of solution or 
adsorb on to sediment parti- 
cles within the plumes. 

Meanwhile, tailings will be 
treated to eliminate at least 
90 per cent of tbe cyanide - 
used to extract gold from ore 

- and then discharged into 
the sea by a pipeline stretch- 
ing 80m from the shore and 
going to a depth of 125m. As 
the tailings are denser than 
seawater, they will move 
down the steep submarine 
slope and not rise to the sur- 
face. 

Lihir Gold stresses that 
the project has been submit- 
ted to rigorous and extensive 
environmental studies by 
independent consultants and 
by the time production: 


starts next year about ?27m 
will have been spent on envi- 
ronmental activities. The 
company has also agreed 
that its pn tr i m nTTwn+ nT man- 
agement will be subject to 
annual audits by Indepen- 
dent external experts. - . 

Lihir Gold, when it was 
launched on the Australian, 
stock exchange In October, 
cautiously predicted that its 
annual gold output would 
peak at 651,000 troy ounces 
in 1999. But Mr Andrew 
Vlckerman, general man- 
ager, finance and adminis- 
tration, of the Lihir Manage- 
ment Company, . the 
RTZ-CRA subsidiary that is 
in charge of the project, says 
there is the potential to 
increase the rate of gold pro- 
duction. His present “ball 
park” calculations, suggest 
Lihir Gold could boost 
annual output to about 

900,000 ounces by using pres- 
ent equipment and financial 
resources. A little extra 
spending on capital equip- 
ment would Tnaktt the tuinn 
capable of becoming one of 
the handful in the world able 
to produce lm ounces a year, j 
That assumes, of course, 
that the company ove r comes 
Lihir’s unique mining prob- 
lems. I 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Pncas horn Amalgamated Motal Trading) 

■ ALUMBMIUM, ear purtmr (Sp« tonne) 


Precious Metals continued 

■ OOLD COMEX (100 Troy az^ S/lray oej 

San Day* Open 


GRAINS AND OIL SEEDS 

■ WHEAT LCEfE per wm*- • 


SOFTS 

■ COOOA-LCE (E/tonne) 



Cash 

3 m(ha 

Close 

1455.5-565 

1490X-91.0 

Previous 

1450X-51X 

1485-88 

Wgivtow 

1451X 

1494/1485 

AM Official 

1451-52 

1486-87 

Kerti done 


1490-01 

Opan (nt_ 

211,687 


Total daily turnover 

26174 


■ ALUMINUM ALLOY ($ par tanrw) 

Close 

1250-55 

1285-89 

Previous 

1242-47 

1275-81 

HlgWow 


1290/1285 

AM Official 

1248-50 

1283-85 

Kerb close 


1287-90 

Open int. 

4J593 


Total dally tunouer 

680 


■ LEAD (SpertoniM) 


Close 

820.5-21.5 

820-21 

PrevnuS 

823-24 

822-23 

HiQn/low 

822/816 

822/815 

AM Official 

816-17 

815-15X 

Kerb dose 


819-20 

Open int 

33,033 


Total doily Hanover 

3.653 


■ NICKEL (S per tOrinQ} 


Close 

7125-30 

7225-30 

PrevMXis 

7025-30 

7125-30 

HigMow 

7035 

7250/7120 

AM Official 

7035-36 

7135-40 

Korb dose 


7245-50 

Open on. 

37506 


T«al drily turnover 
■ TIN (S per tonne) 

8548 



P*fce dkaagt High few M M . 

Aug 386.7 -1.1 387.7 387.0 10 123 

Oet 389-9 -1.1 mi 388.7 333 11.071 

Dae 391X -1.1 3380 381.7 10472 72.708 

Fab 3944 -1.1 3082 3844 528 12415 

Apr 3984 -1.1 397.7 3874 27 5448 

Jan 389-1 -1,1 400.0 400.0 588 11446 

Total 11443187m 

M PLATINUM NYMEX (50 Troy SAroy 
Oet 4044 *1.1 4044 4014 1415 19443 


SMI Dai* 

price donga Ugta Leaf 

107.90 *140 107.60 10895 

moo *1.10 moo mss 

11140 +1-15 11240 11140 
11340 +140 11440 113,25 
11540 +1.10 11540 11525 
11740 +140 11545 11545 


VM bit 

28 255 

243 3446 


152 1421 
75 880 


30 575 

67 

5Z9 4444 


Oet 40*2 +1.1 4044 4014 1415 19443 

Jan 4064, +1.1 4064 405.0 13 3,146 

Apr 4084- +T.1 406.7 4065 150 2.BS3 

M 4169 +1.1 1 153 

Oct 414.4 +1.1 8 2 

Total 1438 26»0 

■ PALLADIUM NYMEX (100 Troy mu 5/troy iaj 

Sap 12540 -145 12745 12S4C 505 3,962 

DOC 12640 -1.60 12625 12625 245 5406 

■Mr 127.50 -140 - - 2 116 

Jun 12665 -150 129.DC 12940 - 109 

Total 756 axis 

■ 3U-VEH COMEX (5400 tiny a*.; Canta/lray ozJ 

Mg 5161 -3.7 5160 5164 12 15 

Sap 5174 -44 522.0 5164 17.577 39.904 

DOC 5260 —4.1 5304 5244 6407 38477 

Mar 5334 -4.1 5350 5314 445 8.724 

May 9361 -4.1 5480 5360 22 5413 

M 5424 -4.1 5460 548 0 180 4421 

Total 24438 1B0J842 


■ WHEAT GST ftOOCbu non; centa/60fa buahap 

Sap 45140 -340 45640 45040 2459 18471 

Dae 45540 —445 48040 45440 10422 37,734 

Mar 45440 -340 45740 4SS40 821 5414 

May 42940 -340 43240 42840 21 301 

•M 39440 -240 39740 392m 213 3,120 

Dae 40640 -240 38940 39940 - 84 

TBtal 144* 88484 

■ MAIZE CBTfoOOObu into; ownafigb hreheQ 

Sap 36625 +4.00 38640 38240 10420 40,447 
DOB 337.75 - 34140 33625 24479180.484 


■alt Of* Opan 

' pMeo (Manga .M0b' Urn W -M 
sap 1029 +10 1039 1020 1437 36254 

Dac 1046 +8 1056 1039 3484 36486 

Mar 1057 +4 1067 1055 3461 41J30 

May 1067 +5 1074 1084 508 Z1 444 

Jo! 1079 +7 1085 1079 29 11447 

Sap 1091 +7 1086 1080 126 . 3468 

Total '• 69*171,729 

M COCOA CSCE (10 nxnoo; STtomaa) ■ 


MEAT AND LIVESTOCK . 

■ jJVE CATTLE CME{40,Q0tttto8; canlg/Tbe) 
Salt Day* Opm 


Mg 89475+0375 
Oct -77.125 -6150 
Dao 67475-6229 
FW» .06300-0.175 
Apr ■ 86800-6100 
Jm 64425-6050 
fetal 

■ UVEHOQ8CME 


Hfata tew TW.-lat " 
69400 69400 2449 2,438 
71450 76875 8411 42.405 
67400 67400 3484 22463 
66529 561 SO 147213401 
86450 66425 378 6671 

65400 WB0Q 242 2,443 
16188 96746 
(4O0QOWC canm^tal 


Sep 

1386 

+7 

1300 

1374 

366 804 

Aop 

59525-0400 

59500 

59.100 

730 1580 

Dec 

1435 

+5 

1444 

1425 4,177 31533 

Oct 

51400-0158 

53500 53.100 4517 14522 

Mar 

1465 

+3 

1477 

1461 

178 16521 

Dec 

33550—6050 

53550 

53500 2Xl8 16483 

Kqi 

1488 

+7 

1489 

1485 

367 7529 

Ffaft 

71200 -0.100 

75X50 

75.100 

400 3599 

Jal 

1506 

+7 

1502 

1502 

31 5532 

Apr 

73.400 -6050 

73500 

73300 

78 1535 

S«P 

1510 

-1 

1510 

1510 

134 5596 

Job 

77500+6100 

78.150 

77.750 

155 1529 

Total 





55«7 755*6 

fetal 




6214 32521 


Sap 36625 *4.00 36640 38240 10420 49.447 
Dae 337.75 - 34150 33545 24479186484 

Mr 34445 -1.00 34850 34240 2.982 *0.751 

Way 34675 -145 35445 347.75 473 13337 

JDI 349.75 -150 354.00 347.75 171 16339 

Sap 31440 -140 317.00 31600 100 1,139 

fetal 363B2 SKUM 

■ BARLEY ICE (£ per tonne) 

Sap 10140 +145 10140 10040 53 253 


■ COQQA ffCCO) (SOffytonne) 

Mg 20 Mca 

My 105942 


■ PORK BBlUES CME t4Q40OlbB; centa/lba) 


Mr. day 
104444 


■ COfTEE LCE (SOorne) 


101.00 +145 10140 10040 
10670 +1.10 10340 103.15 

105.75 *085 105.75 10540 

107.75 +1.10 107.75 10745 
10940 +145 11350 11350 


58 253 

31 833 

50 445 

30 137 

8 63 

IBB 1481 


1703 +23 1707 1690 1,541 5468 

1679 *25 1680 1662 2466 13464 

1839 +28 1844 1025 390 4,752 

1602 +29 1607 1585 408 2,431 

15*1 +27 1586 1587 19 SIB 

1573 +30 1575 1575 - IK 

4428 27440 

EE *C* CSCE (37 .SCOta; esnts/tas) 


89475-2000 80475 80475 280 636 

82150 +0-350 82500 81400 2468 4474 

81.700 +0.400 82100 80.800 80 837 

80400 - 81400 80400 17 2S5 

80900 -0.100 78.750 79-750 4 45 

77-750-0250 80450 80400 3 6 

2407 5488 


LONDON TRADED OPTIONS 

Strike price $ tonne —Cals Put* — 


Close 

6095-100 

6150-60 

Provoua 

6065-95 

8145-50 

High/low 


6170/6145 

AM Official 

6080-60 

6140-45 

Kerb dose 


81*9-50 

Open m. 

15.127 


Total drily turnover 

4.407 



Oose 

006.5- 07X 

1023-34 

Previous 

1004.5-65 

1031-32 

H<0Vtow 

0085 

1D3Q/1020 

AM Official 

996-96X 

1022-22X 

Kwb dose 


1022-23 

Open mt. 

84/130 


Total drily turnover 

14.188 


M COPPER, orade A (S per tonne) 

Close 

1973-75 

1933-35 

Prevaoua 

1974-77 

1827-20 


1958/1956 

1038/1015 

AM Olficad 

1054-55 

1018-17 

Kara cioee 


1835-37 

Open mt 

204.B29 


Tow drily turnover 

53.988 



ENERGY 

■ CROPS OH. NYMEX (1,000 Hands. S/barel) 

latori Day’a Opaa 


■ SOYABEANS CHI (5.000*1 nfe; certxflOB) bustoQ „ 

- — anr 


Pttoo change Mgl law W k 

2240 - 2340 22X0 40422 14415 

214S -0.16 2209 21.84 38,759 86449 
21.40 -613 21.49 21.34 6406 38.448 
30 B0 -0.07 2100 2684 6.672 46452 
2645 -603 2950 2040 2X13 29,806 
2047 -603 20.12 2607 2X73 21,702 
101423372468 


Mg 81745 -675 835.00 813.00 1457 303 

Sap 80025 +950 804.00 794J0 4426 15.408 

Mar 77940 +275 78450 77600 324211 19400 
Jan 78640 +345 791.00 78250 1,782 16742 

Mar 796m +1.75 78545 78740 1X38 11X32 

May 78943 +250 79240 78640 759 8443 

fetal 43X07 186008 


12545 +2X5 126X0 12340 2404 

117.00 +1.95 11640 11545 6018 

112.m - 112X0 11630 854 

11150 +1.40 11250 10640 118 

1114S +1.75 11250 11045 17 

11145 +1.75 11040 108X0 1 

6226 

FEE (ICQ) (US oanta/froundl 


■ SOYABEAN 08- CBT (flO.OOOtos: oentaflb) 


Mg 20 
Onp. daily 
I5dayamagf 


Wav. Pay 

10247 

10616 


■ CRUDE OIL IPE (S/twrreQ 


Utott Sa/a Opan 

price ctamge Mgb lew fef tal 

Oet 2041 -600 30.44 2045 12666 78538 

Sew 10.87 -611 20 DO 1087 4.713 13.SZ3 

Dee 1958 -012 I960 1&5Q 964 18.915 

Jan 19.20 -606 1620 19.10 1.135 16713 

Fab 1677 -610 1680 1670 1.1G9 6992 

Mar 1640 -0.11 18.43 1640 332 5.554 

fetal 21X85148401 

■ KEATtNO 06. HYMEX (42,000 US B2fc: QUS gl>U 
Latori 0ay*a Opan 


Mg 

25.10 

- 

2513 

25.11 

465 313 

Sap 

25.12 

-603 

2568 

2566 

3698 18X25 

Oet 

25X2 

— 

2545 

2528 

1^450 13603 

Deo 

2568 

-062 

2567 

25.63 

6.412 333B5 

Jan 

2SX9 

-602 


2560 

1,150 5614 

Mai 

Total 

283 J 

+685 

26.45 

2830 

348 4J314 
14682 77AM 


■ SOYABEAN HEAL CBT (100 tons; S/tan) 


tap 263.9 +69 268 5 263.5 4491 880 

lap 255.7 +12 257.5 2545 6843 21X35 

Oet 2461 +1.1 2514 247X 2556 10522 

Dao 2455 <04 2460 244.0 647B 31X84 

Jan 243.6 - 248 7 243.0 895 5430 

Mar 2424 -65 2455 241 J 489 4,780 

Tetri 235* 81,148 

■ POTATOES LCE (E/toma) 


M WHITE 3UOAR LCE (S/toroto) 

Od 353.4 +61 3555 3825 1X02 9X68 

Dae 3465 - 3485 3464 317 4.486 

Mar 3425 *62 3434 MIX 277 0X33 

May 337.6 +05 3363 3375 15 2X65 

Mg 3354 - 3355 3344 13 1X57 

Dct 3245 -2.0 32X3 3255 30 887 

Total 25« 255*8 

■ SUGAR ‘11* CSCE fl 12.000b*; centa/tta) 
Oct 11X2 +601 11X5 1172 6X70 67526 


« LME AM OfDoW BIS rate: 13*89 
LMS Oaring C/S irielJSII 


SB* 1 5S35 5 Bits. 15495 G fldte 1 5*65 9 Brie: 1 5*95 


■ MOM CRAPE COPPER (COMEX) 


Sap 61.50 -0.17 62.00 8155 9X15 27X52 

Od 81X0 -609 81X0 61X0 5X14 22X43 

Mm 8166 -609 61 XO 8150 1.727 13589 

Dae 61.75 -604 6190 6152 2X18 26592 

Jan 61.10 -619 61X0 81.10 1,396 13,105 

Frit 5960 -0.19 5685 59.60 974 TX38 

fetal 26719126272 


Apr 825 -68 83X SIX 22 1X77 

Mm 85.0 3 

Jan 854 

Total a ixeo 

■ FRgqHT (BtFTOQ LCE (MQ/eWNm potos 



Sail 

Paifr 

■figs 

Lew 

Open 

VW M 

■ OAS OIL P£ (S/kasat 


Aag 

»"WP 

91.60 

+040 

01.90 

91.00 

528 1.407 


S « 

Oaf 

Opaa 

M 

01 40 

+650 

9160 

8860 

*6*7 13657 


Prio* 

Ctamga Mgft Low 

Vol tat 

Del 

9080 

♦0 50 

91.10 

89.40 

40 1661 

Sap 

18860 

-625 18825 165.75 

5X91 23.450 

Nov 

9050 

+0.70 

8660 

8900 

31 1684 

Dd 

18000 

-1.00 18625 184X0 

2X19 11,190 

Dac 

89 90 

+090 

9050 

88+0 

2X44 18,872 

to* 

18460 

-160 18450 16325 

658 6247 

JaA 

8940 

+690 

8900 

8960 

1 976 

Dae 

183.00 

-0 » 16300 18260 

734 14X47 

fetal 





6367 MUM 

JM 

180X0 

-075 180X0 179X0 

241 5X17 


Od 1272 
Jan 1291 
Apr 1298 
JU USD 

Told 


-2 

1125 

1120 

40 

838 

-23 

1170 

1150 

147 

693 

-15 

1275 

1270 

116 

1X9* 

-7 

1295 

1290 

106 

636 

-12 

1300 

1290 

10 

246 

-3 

1150 

1150 

2 

417 

2* 

3X41 


Oct 11X2 +601 11X5 1172 6X70 67526 

Mar 11.48 -601 1147 1141 2X88 48760 

May 1154 -608 1T45 11.18 25W 17.46S 

Jd 1683 -60S 1686 1682 784 13X24 

Od 1665 -6X7 1670 1663 310 7747 

Mar 1046 -602 - - 793 

TOM 664 13X77 

M COTTON NYCE SMLOOOfas; cents/aw} 

Od 72X2 -648 72X0 7255 510 7.113 

Doe 7342 -0X8 7350 7273 3571 29421 

Mar 7450 -683 74X5 74.15 367 7,781 

MW 75.18 -042 75X5 75.10 34 6109 

Jd 75X5 -635 7610 75X5 85 4515 

Od 75X0 +610 75.16 75.15 51 1X53 

T<W 43U 06300 

■ ORANGE JUICE NYCE p5.00abe; ceno/fte) 


■ ALUMINIUM 

(80.796) LME Sap Dec Sap Ooc 

1400 80 128 7 22. 

1500 48 t» 20 87 

1800 2 30 177 120 

■ COPPER 

(Grade A) LME Sep Dec Sep Dec 

1800 160 165 13 58 

1900 98 101 39 111 

2000 48 70 88 158 

M COFFEE LCE Sep New Sep Nov 

1600 103 129 - 50 

1650 53 110 - 81 

1700 A 79 1 100 

■ COCOA LCE Sep Dec Sep Dec 

075 54 07 - 23 

1000 29 81 - 32 

1025 — — 8 - 88 4 42 

■ BRENT CRUDE 

IPE Oct Nov Oct Nov 

2000 43 

2050 55 84 

2100 33 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per bang +or- 


Dec Sep Dec 
165 13 58 

101 30 111 

70 88 158 

Nov Sap Nov 
129-50 
110 - 81 
79 1 100 

Dec Sep Dec 
07-23 
81 - 32 

88 4 42 


Nov Oct Nov 
43 

84 


DUxfl SI 8X8-8.41 -OX15 

Brent Bland (dated) S20.71-0.78 -0X50 

Brant Bland (Oct) $20284X0 -0X00 

W.T.L S21.74-1.78x -0475 

PI CML PRODUCTS PMEpcanpt daftly OF paint) 


Comalco studies 
Chilean aluminium 
smelter project 


„ But the company would be 

By Kenneth Gootfing, ** of alumina, the toter- 

Mfning Correspondent sucht ^de from 

’ haKiritp and from which alu- 

Comalco. the 67 per te smelted. At pres- 

cent-owned subsidiary of ™^ Comalco - s requirements 

DT9LHDA the world S big' ™ ^ V. on n+r fTflllt 


RTZ-CRA, the world's big- 
gest Twining group, is COOSid- 

Bring joining the potential 

US$1. 5b n Alumysa smelter 
and - hy dro-electric power 

project in Chile. 

The Australian company's 
acknowledgement yesterday 
that It was in “early stage" 
talks with Noranda. of Can.' 

prime mover of the Alu- 
mysa scheme, was a 

reminder that Comalco is 
already involved in a® 

aggressive expansion pro- 
gramme in Australia and 
New Zealand and that there 
Is more to come. 

In-line with RTZ-CRA’s 
policy of avoiding down- 
stream metals operations. 
Comalco has sold most of its 
aluminium fabrication busi- 
nesses and is now set to 
become, one of the principal 
suppliers of primary alumin- 
ium.' 

'Some US$L075bu is being 
spent by Comalco and its 
Japanese partners to expand 
the Boyne island alu mini um 
smelter in Queensland and 
the Tiwal Point smelter in 
New Zealand. 

When an upgrade of 
Comalco's wholly-owned Bell 
Bay aluminium smelter in 
Tasmania is included, all 
this will raise total smelting 
capacity from 860,000 tonnes 
last year to 918,000 tonnes in 
1998 and Comalco's share 
will be lifted by 34 per cent 
from 473,000 to 634,000 
tonnes. 

Comalco's vast Wei pa 
bauxite operations at Cape 
Tork, Queensland, have 
plenty of capacity to cope 
with these expansions. An 
A|70m efficiency improve- 
ment programme is lifting 
Welpa’s capacity from 11m 
tonnes to more than 12m 
tonnes and ism tonnes - could 
be achieved at relatively 
email extra cost. 


S met by the 30 per cent 
owned Queensland Alumina, 
which is run as an bidepen- 
dent company but was built 
to process Weipa 
already the world's biggest 
alumina refinery with a 
capacity of 3.325m tonnes. 

According to Mr Martm 
Bomford. analyst at UB& 
Global Research, Comalco 
will need an additional 

500,000 tonnes of alumina 

once the the Boyne Island 
and Tiwai Point expansions 

are completed but in the 

short term Queensland Alu- 
mina could supply perhaps 
an additional 100,000 tonnes. 

Consequently, he expects 
Comalco to move ahead with 
an alumina refinery project 
it has been contemplating 
for some time, possibly 
starting in mid- 1997 with ini- 
tial output three years later. 
In a research paper about 
RTZ-CRA in Australia. Mr 
Bomford says Comalco is 
locked in negotiations with 
the Queensland government 
about the choice of location- 
He adds: “To be economic, a 
new refinery has to be very 
large - initial production in 
the lxn to 1.5m tonnes range 
- with the flexibility to lift 
tfiia to 4m to 5m tonnes. The 
ballpark capital cost would 
be US$750m, making this a 
big decision even for a group 
the size of RTZ-CRA". 

Mr Bomford suggests that 
participation in the potential 
Chilean smelter aluminium 
project is just one option 
Comalco is considering 
because it is convinced that 
the underlying growth in the 
global aluminium market 
win eventually require addi- 
tional smelting capacity. He 
said yesterday that, even If 
Comalco decided to team up 
with Noranda, "that project 
could be ten years away". 
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ACROSS 

l Letter from Greece about 
expert's dramatic scene (7) 

5 Weeping uncontrollably, 
faulter (7) 

9 Reveal secret rift (5) 

10 Horrible bare is into mimic- 
ry....® 

11 - ...and that is what this 
stands for (9) 

12 Film fish in sea now and 
again (5) 

13 Expel about six, etc being 
upset (5) 

15 Top table has pillows 
against it (9) 

18 Where mother follows cad 
(9) 

19 Addi tional skill needed 
reversing once in front (5) 

SI Drink about half pint of 
brown (fi) 

23 Ch allen ged wicked stunt 
man (9) 

25 Push Southern girl in face 
(9) 

26 Unimportant ring dropped 
out or favourite toy (5) 

27 fa cathedral city times per- 
fo rma n ce precisely (?) 

28 Reigned and said why Lee 
did otherwise (7) 

„ down 

1 *^£3* left win set about 

„ gaflery (7) 

2 Writer resolved to ban pHl 

3 HtePtel engineers turned 
to go in (5) 

4 roand a 
party! (9) 


5 Half-hearted cuddle upset 
one old copper (5) 

6 Grant to talented is permis- 
sible (9) ^ 

7 Pretend to find one grand 
in swamp ( 5 ) 

8 Be behind and pull up for 
straggler <7> 

14 Hospital worker, the first 
to knock on entering (O) 

16 Nayy board lieutenant in 
raid may collapse (9\ 

lettere about it (9) 

18 Tub remainder live outside 
university (7) 

20 Everyone always wants 
journalist relieved (71 
** fajer sat ctX^ some- 
00 to eat (5) 

23 Dull students leave beastly 
_ . Pkce unswept (5) ^ suy 
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LONDON STOCK 




MARKET REPORT 


Footsie retreats from record intra-day high 


By Stem Thompson, 

UK Stock Market Editor 


A sharp decline In global bonds, 
encompassing US Treasuries. 
German bunds and UK gilts, cut 
the ground from underneath Lon- 
don's equity market just as the 
FT-SE 100 index had 3,900 In its 
Sights. 

In early trading. Footsie had 
made rapid progress, establishing 
a new intra-day record in 
response to Wall Street's over- 
night gain, which took the Dow 
Jones Industrial Average dear of 
the 5,700 level. 

At its best, the Footsie reached 
a record intra-day level of 3,894.4, 


fuelled by substantial gains in a 
number of the pharmaceutical 
stocks, British Gas and the big 
mortgage lending batiks. 

However, the publication of a 
stronger than expected survey of 
business confidence in Germany 
triggered a sell-off in bunds and 
weakened other government 
bond markets. 

The survey, the monthly Ifo 
business index, was interpreted 
as lessening the chances of the 
Bundesbank council endorsing a 
reduction in Germany's repo 
rate. 

A surprise 0.6 per cent fall in 
UK retail sales during July also 
took the market by surprise. 


causing retail stocks to lose some 
ground. 

The news from Germany 
brought pressure to bear on US 
bonds. In turn this caused US 
stocks to lose ground at the out- 
set of trading in New York, 
despite Tuesday’s decision, by the 
Federal Reserve to leave US 
interest rates nnrfmngw* 

Consequently the FT-SE 100 
Index went into an orderly 
retreat and closed a net 11.1 
lower at 3.872.1. London's second- 
line stocks managed to resist the 
pressure emanating from bands 
and Wall Street, with the FT-SE 
Mid Cap ending the day 2.1 
tinner at 087.4, 


Dealers said the market’s 
retreat had not come as a big 
surprise. •‘We've had a good run 
and were overdue a bout of con-, 
solidation" was the view of one 
senior trader. He said the latest 
takeover rumours were a symp- 
tom of an overbought market. 

Talk of a Footsie bid bad circu- 
lated in the market on Tuesday 
and yesterday saw a flurry of 
excitement in the drags sector, 
where there were various 
rumours involving Smith Kline 
Beecham, Glaxo. Zeneca and 
Switzerland's Roche. 

There were various permuta- 
tions involving those stocks, 
including the str o ngest rumour 


which suggested a merger 
between Smi th Kline and Roche, 
which, would provoke Glaxo into 
merging with Zeneca. Specialists 
said merely that such stories 
popped up regularly, especially 
during periods when market 
activity was slack. 

Footsie's best performance 
came from British Gas. whose 
shares raced higher in the wake 
of an Ofgas review seen as much 
les p damaging to the company 
than had been feared. 

Turnover in equities continued 
to pick up yesterday, reaching 
656.9m shares at the 6pm count 
Tuesday's customer business was 
valued at EL44bn. 
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IndkM end ratio* 


FT-SE 100 3872.1 

FT-SE Mid 250 4387.4 

FT-SE-A 360 1937.4 

FT-SE-A AH-Smtre 1914.19 

FT-SE- A Aft-Share yteU 3.85 


Bast performing sectors 

1 Gas Distribution +*“ 

2 Buikfing & Construction rOM 

3 Distrib u t or s — 

4 PharmaceuticBto — 

5 Ufa Assurance + 0 - 5 


FT Oftiiowy 

FT-SE-A Non Ftrtfi pfo 
FT-SEIOOFut Sep 3B7M 

2; ’ 3 

Worst (wRnining sectors 

n Tobacco — — 

2 Diversified Industrials 

3 Ratal levs: Food 

4 HouaetwW Goods 

5 Extractive Industries — ^ 


S. Kline 
merger 
hints 


By Joel Kibazo, Lisa Wood 
and Mark ifichols 


Pharmaceuticals group 
SmithKline Beecham was 
one of the day's main talking 
points as speculation that It 
is in merger talks returned 
to the market. 

Shares in the group moved 
firmly ahead, gaining U to 
743p, with one story doing 
the rounds suggesting a 
merger between SmithKline 
and Swiss group Roche. 
Those of this view went fur- 
ther and suggested the 
newly combined group 
would then launch a bid for 
UK pharmaceuticals giant 
Zeneca. 

A counter-rumour talked 
of a merger between Smith- 
Kline Beecham and Zeneca. 
However Mr Anthony Col- 
letta at ABN Amro Hoare 
Govett suggested such a 
move was unlikely as it 
“would not be a merger of 
equals. 

A combined group would 
have to dispose of the agri- 
chemicals and speciality 
chemicals businesses of 
Zeneca and thus the net con- 
tribution from the pharma- 
ceuticals business would be 
disproportionately small." 

Talk of a merger between 
SmithKline and Zeneca pro- 
pelled the latter to an 
all-time high. The shares 
which bad traded l.3m by 
the close, jumped 11 to 


1514P, a new dosing peak, 
having touched 1523p during 

the session. 

British Gas topped the list 
of the day's most active 
stocks in the Footsie as what 
one trader called "pure 
relief” greeted the regula- 
tor's proposals for a new 
Trans Co pricing regime. 

Shares in the group, which 
have ■ underperformed the 
market in recent weeks 
ahead of the announcement, 
moved against the overall 
market trend to close 6 Vi 
ahead at 204'Ap. Volume rose 
to a hefty 30m, the heaviest 
single-day's business since 
June 6. 

However, the jury was still 
out among analysts as to 
whether British Gas should 
reject or accept the final 
Ofgas proposals. 

An analyst who urged 
British Gas to reject the pro- 
posals said simply, "It is 
worth a try at the Monopo- 
lies and Mergers Commis- 
sion." 

However, Ms Irene 
Himona at SGST believes the 
company should accept the 
proposals. She said: "Ofgas 
has moved away from the 
extremes of the original pro- 
posals and there is an over- 
all sigh of relief, although 
the changes are not enough 
to avoid a dividend cut, due 
to revenue reduction 
because of the proposals." 

She believes the stock to 
now be “fully valued" at 
these levels. 

Downgrades in forecasts 
for J Sainsbury cast a dark 
cloud over the food retailing 
sector. UBS downgraded its 
forecast for Sainsbury by 
£iOm to £745m for the foil 
year with pessimism over 
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NOTICE OF DIVIDEND PAYMENT 


;{< TSc General Meeting ol SharchoMexiaf CBFUND INTERNATIONAL 
f>. has derided ro pay a dividend of USD 1.00 per shore tor the financial 
■i; year ending Mav 31. 1996 u> each share held on August 16, 1996, 
| the shares bnnR quoted e* -dividend on August 19, 1 996. 


Thu payment will be nude on and after August 16, 1996 against 
delivery of coupon NM 2 to the Sanque Paribas Luxembourg, IQA, 
Icwlrrini Royal. Luxembourg. 


Dmdcnd cheques will be rent to reg istered sharcfaoldra. 

Dividends not claimed within 5 years of the precised dare will lapse 
and revert, to the Pond. 

lauembutug, 16ch August. 1996 For the Bosid ol Directors 
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Wells Fargo & Company 


USS200.000.000 
floating rate subordinated 

capital notes due 1998 


Th* notes aiO bear interest 
at 5.625% per annton for the 
Interest period 22 Anffttt 1996 
to 22 November 1996. Interest 
payable on 22 November 1996 

atHamoairto USSI43.7S 
per USMKOOO note. 
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food sales balanced by more 
optimism over DIY busi- 
nesses. 

NatWest Securities 
dropped its foil year forecast 
from £760m to £750m and 
reiterated its view that the 
stock is a trading selL The 
broker's concerns included 
increased labour costs. BSE 
write-offis, the petrol war and 
start-up costs of the loyalty 
card. 

Sainsbury fell 8 to 399p, 
Tesco slipped Z% to 3QSKp 
and Safeway fell 5% to 342p. 

Analysts were unper- 
turbed by the weaker-than- 
expected figures for retail 
sales in July, describing 
them as not particularly bad 
news. One said spending was 
continuing to increase and 
that year-on-year figures 
were encouraging. Another 
said: "There is enough in the 
pot to stimulate consumer 
spending without tax or base 
rate cuts," 


Nevertheless, a number of 
stocks which had risen ear- 
lier In the week in anticipa- 
tion of good figures fell back. 
Kingfisher softened S to 
660p. Marks & Spencer 
dipped 6 VS to 492%p, Boots 
foil S to 632p and Next 4 to 
558p. 

Ladbroke rose 4 to 201p on 
hints that results later this 
month will be better than 
expected. 

Grand Metropolitan 
slipped 2% to 474V,p despite 
a well-received presentation 
to analysts on its Pillsbury 
food businesses in the US- 

Analysts said that the 
stock had risen ahead of the 
presentation, as a similar 
event last year had boosted 
the GrandMet price. 

But this year’s presenta- 
tion was not sufficiently 
startling for analysts to 
upgrade their forecasts. Mer- 
rill Lynch moved from "neu- 
tral” to "buy" on the stock. 


FINANCIAL TONES EQUITY INDICES 

Aug Z1 AtlQ 20 Aug 19 Aug 16 Aufl IS Yr ago -Htfi ‘lot* 
OreSnrey Shrew 28004 2819.0 2801.9 28244 2801.9 2638.8 28802 28608 

Old. Ov- yield 4J06 AM 4.13 403 4X» 408 422 3.78 

P/E ratio not 16 .EB 17.04 (6.72 17.12 1&94 15JB1 1725 158 

P/E ratki nil 1&S2 1088 1&55 1094 16.76 15.63 17413 15.TT 

OnOrury Shan non arm aamOWoct Mgb 9002 1BOMW; tom A 9A aSAJSMa Dw DOW 1/7/35. 
OnSnrey Shara ho u riy chrei g — 

Oprei QlOO IOlOQ IIjDO 12JQ 13JXI 14 OO ISlOO 164)9 Htflh Low 
2825.1 2821.0 28198 28186 28199 28213 2817.1 280&G 2808S 2828.1 2807.1 


Aug 21 Aufl 20 Aug Ifl Aug 16 Aug IS Yr ago 

SEAO btfrgakn 32.456 31.741 33^42 30JSOB 28417 25287 

Equity turnover (Qn}t - 144&4 14423 13850 15088 15013 

Bgdty boigaknt - 30.635 39334 36383 33318 38184 

Shares traded tntfjt - 600.1 4613 4881 5E13 565 3 

jfertjjnB WnHi w teW buofciwo and owmi tonowr. 


FT-SE MM 
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Aug 21 Aug 20 Aug 19 Aug 16 Aug 15 Vkr ago T6gh tow 
107130 107030 1072,10 106990 107030 - 114040 065.70 


■ London mattart data 


HbwadW S2 Woak taighi and low* LUTE Equity option* - 

Total Fares 654 Total Kgha 83 ToiO contracts 55.128 

Total PaM 435 Total law 34 Cals 26483 

Sams 1587 Puts 28645 

Aug 21 "Oact bared on Equity ttirem fated on ttw London Stare Service. . 
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the first time for about three 

years that it has been posi- 
tive. 

Allied Domecq fell 8 to 
442p with analysts saying 
that the market was getting 
fed up with waiting for Bass 
to announce whether it was 
going to acquire Allied's 
stake in Carlsberg-Tetley. 
Bass slipped 4 to 832p, 

Merrill Lynch reiterated 
its “buy" stance on Whit- 
bread in a positive note on 
the stock in which It said 
that its share price had come 
off unduly since the Pelican 
deal. Whitbread rose 7 to 
7l4p. 

Among banking stocks, 
there was heavy trading in 
Bank of Scotland and turn- 
over rose to 15m as the 
shares hardened to 25ip. 
There were rumdurs in the 
market suggesting that BZW 
was about to upgrade profit 
expectations. 

National Westminster fell 
sharply closing 15 lower at 
674p after SBC Warburg 
downgraded its recommen- 
dation from "add" to "hold". 
Analysts at Warburg would 
not comment on their 
change of recommendation 
but dealers suggested the 
shift of stance was simply 
due to the stock meeting its 
short term fair value target 
of 690p- 

The return of positive sen- 
timent in the- UK housing- 
market was said to • be - 
behind the advance in Abbey 
National. The shares gained 
5 to 6Q2p. 

Three dairy stocks climbed 
in the expectation of lower 
prices for liquid milk after 
Milk Marque, the formers' 
supply co-operative, agreed 
to meet the Office of Fair 
Trading's concerns about its 
wholesale milk sales system. 

The reform could lead to a 
lp per litre reduction in . 
average selling prices. Uni-* 
gate climbed 10 to 432p, 
No rthern Foods hardened 3 
to 205p and Robert Wiseman 


rose 3 to I74p. 

Favourable comment on 
recent figures continued to 
boost satellite broadcaster 
BSkyB. The shares, among 

the best performers in the 
Footsie, gained another 12 to 
a record close of 547p. 

The dubious honour of 
being the worst performer in 
the FT-SE 100 went to Rail- 
track as recent talk of stake- 
building faded. The shares 
surrendered. 7 to 248Kp. 
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castle-based fireproofing and 
insulation group gp fri ed g to 
50p after an agency cross of 
2QjOQO shares at 45p. ‘ 
Analysts said recent quar- 
terly results and an 
improved order book 
reflected better conditions in 
the sector. 
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Highs & Lows shown on a 52 week basis 
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Ifo index cools Frankfurt rate hopes 


Tobacco stocks fall 
on damages claim 


Wan Street 


US stocks moved lower as 
buyers searched for a reason 
to enter the market, writes 
Richard Tomkins in New 
York, The Dow Jones Indus- 
trial Average gave ground 
early in the day, and at I pa 
it was 35.51 down at 5,685.75. 

Traders blamed the down- 
turn on a decline in Trea- 
sury prices. Tuesday's deci- 
sion by the Federal Reserve 
to leave interest rates 
unchanged had been largely 
priced into the market, and 
with little fresh economic 
data in sight, thoughts 
turned to the possibility of a 
rate increase later in the 
year. 

The Standard & Poor's 500 
was off 2.12 at 663.57 and the 
American Stock Exchange 
composite eased 1.46 to 
557.83. Small capitalisation 
and Nasdaq stocks were also 
lower. NYSE volume was 
202m shares. 

Philip Morris and RJR 
Nabisco were again hit by 
nervousness about the possi- 
ble outcome of a key anti- 


smoking case being heard in 
an Indiana court this week. 
Philip Morris was off $1% at 
$89% and RJR Nabisco was 
off S% at S25% amid fears 
that the Industry would suf- 
fer a second damages award 
in a fortnight 

PepsiCo, which lost an 
important Venezuelan bot- 
tler to Coca-Cola at the end 
of last week, fell another $W 
to $29%. But one gainer was 
Kmart, the struggling dis- 
count store group, which 
reported a small quarterly 
profit after a long series of 
losses; its shares were up 
$1V* at $10%. 

Bausch & Lomb plum- 
meted $3% to $32 T /s as news 
emerged that the Food and 
Drug Administration had 
approved a rival's hearing 
aid, while among technology 
stocks, CompuServe tumbled 
$1% to $12 after announcing 
worse -than -expected losses 
late on Tuesday. 


Scott Paper rose C$2 to 
C$2S.50, following an agree- 
ment with Kimberly-Clark 
on trademark and technol- 
ogy licensing, and transition 
Issues. On April 18 Kimber- 
ly-Clark said it planned to 
sell its 50.1 per cent stake in 
Scott Paper, which said yes- 
terday that it would now 
seek a buyer for 100 per cent 
of the company. 


Canada 


Toronto stayed healthy, the 
TSE 300 Index rising 3.70 to 
5,154.60 In 45.2m shares. 


SOUTH AFRICA 

Early gains in industrials 
were lost as the session 
progressed, leaving the 
index off 58 at 7,592, after 
an intra-day high of 7,684, 
its lowest close since 
November 1990. The gold 
index edged 5 lower to 
1,726, while the overall 
index fell 24 to 6,421. 

Investors were disturbed 
by the continued weakness 
of the rand, and uncertainty 
surrounding a possible rise 
in interest rates. Rem- 
brandt, the tobacco and 
industrial holdings group, 
lost 60 cents to R36.40, and 
South Aftlcan Breweries fell 
R1.75 to RI13-75. 


Protest halts Mexico trade 


The Ifo economics institute 
reported a rise In its west 
German business climate 
index from 90.4 per cent in 
June to 94.1 in July. This 
compared with expectations 
in th e 91.0 area, and dropped 
FRANKFURT’S Dax index by 
an initial 20 points. 

Weakness In bunds, the 
dollar and the Dow darkened 
the general backcloth, and 
the key index closed 27.68 
lower at an Ibis-indicated 
2,534.44. Turnover flattened 
out at D2d5.4fan. 

Ifo’s effect on interest rate 
hopes hit fi.nan.dals, where 
Dresdner fell DM1.15 to 
DM40.35. In rate-sensitive 
utilities, Vlag fell DM6 AS to 
DM562L50 after first half prof- 
its which came in slightly 
lower than expected. 

Krupp Hoeach shed 
DM5.50 at DM214J50 after the 
steel engineering group 
warned that the second half 
of 1996 would be more diffi- 
cult than expected. In con- 
struction. the ailing Philipp 
Holzmaun tumbled DM12 or 
32 per cent to DM362 as it 
forecast a 1996 loss and said 
that Its first half output 
shrank by 12 per cent 

Among retailers, Ava saw 
first half profits down 12 per 
cent, said that it did not 
expect consumption in Ger- 
many to increase during the 
rest of 1996, and saw no sign 
of a significant turoround in 
consumption next year. Its 


shares fell DM11.50 to 
DM438.50 while its fellow 
retailer, Karstadt. dropped 
DM9.70 to DM53220. 

PARIS clung tenaciously 
to the 2,000 level in spite of a 
growing belief that a cut In 
Interest rates today was now 
unlikely. The CAC-40 Index 
lost 18.62 or 1 per cant to 
2,000.64. Turnover was 
around FFr&Atm. 

Promodes, the retailer, off 
FFr4 at FFH.,212, recovered 
some of its earlier losses an 
reports that a number of 
analysts had downgraded 
their forecasts following dis- 
appointing first half sales 
figures earlier in the month. 
The company said yesterday 
that it was still on course for 
earnings growth of between 
10 and 15 per cent this year. 

GOnfirale des Eaux, down 
FFr6 at FFr506. said that it 
had been awarded a 15 year 
contract to provide Its sec- 
ond regional train service in 
the UK. The group com- 
mented that its UK division 
would spend £400m om 
modernising rolling stock. 

In contrast, Paths, the 
media company, which was 
farmed earlier this year after 
Ghargeurs split itself Into 
two units, rose FFr65 or 52 
per cent to FFr1205 follow- 
ing positive first half sates. 
Chazgeurs International, the 
textiles and transport half of 
the old group, made FFr220 
or L5 per cent to FFr19120. 


FT-SE Actuaries Share Indies* 


THBEUROPBAItaSIWS 

Htu* etaecta Open iaso urn iz oo 13J» ■ aom 
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its and closed SKtf higher 
at SKrlS3. But tW. big edr - 
iaker. Volvo SKrLSW 
SKT138.5 in 9Pite 
figures which came in 
2S5r better than expects- 


Cap Gemini Sogeti, the 
computer services company, 
rose FFtiWO or 3 per cent to 
FFr21120 on a rise in first- 
half sa les. 

AMSTERDAM reacted con- 
fidently as NedUoyd, the 
transport and shipping 
group, turned in a better 
than expected second quar- 
ter result The shares rose 
FI 2.10 to FI 37.10. 

However, some analysts 
were more cautious about 
the results, noting that part 
of the reason for the 
improvement In earnings 
was a one-off sale of a sub- 
sidiary. Mr Oscar Poos at 
Paribas Capital Markets 
warned that there was tre- 
mendous overcapacity in the 
container shipping sector, 
he believed that thi s sit- 
uation would co nti nue to get 
worse. 

The AEX index fell 624 to 
559.48 In line with negative 
s entim ent on the continent. 

ZURICH majored on CS 
Holding, as the banking 
group reported a 20 per cent 


rise In first half net but 
qima in below expectations. 
The sham feU SFrl.76 to 
sswaass, the SMI index 

by 14.4 to 3,683.6. 

MADRID dabbled In Pryia 
on talk of strong first half 
results, but the gupennarke- 
teer’s Pta45 gain to Pta3,070 
was e x ceptional on the day. 
The general index fell with 
bonds, losing 1-89 at 352.14. 

MILAN was in a holding 
pattern ahead of inflation 
Hnf« from provincial cities. 
The Mffrtel index gained 6 to 
9,598 while the Comlt lost 
1.14 to 601.66. 

STOCKHOLM reacted to a 
batch of interim figures, one 
of its best momenta coming 
with the 27 per cent lift in 
profits at the Insurer, Trygg- 
Hansa, whose B shares rose 
SKra.fiQ to SKx-116. The 
Affkrsvflrlden General index 
defied the general mood of 
the day, but it still eased 0.5 
to 1,977-4. 

Forestries gained ground 
after MoDo reported better 
than expected half year prof- 


“ rnLSINKI hit a new ton. 

month high, the »» JjJ* 

Soring 8.06 better at2,l(»^8, 

butit finished off its p^ 
after investors topic profits 
onAmer, JWato. 

Valmet, which bad an 
bounced in early trade. 

Raiaio, which had a phe- 
nomenal rise earlier in the 
■year on its Benocol marga- 
rine, claimed to reduce cho- 
lesterol levels, came up vrith 
a new, cost-saving dairy cat- 
tle feed and peaked at FM322 
before closing just 
higher at FM300. Amer 
gained FM4.1Q at FMH6. 
after FM12Q, up 69 per cam 
in the apace of two months. 

ATHENS built on Tues- 
day’s rally as investors con- 
tinued to react favourably to 
the prospect of an early gen- 
eral election. The general 
index advanced 8.74 or l per 
cent to 916.66. 

BUDAPEST soared In 
active trade after a public 
holiday on Monday and 
Tuesday, the Bux Index end- 
ing 115.44 or 3.6 per cent 
higher at 3,286.88 in turnover 
of Ftl.45bn. 


Written and edited tty WBBam 
Cochrane and John Pttt 


Trading in MEXICO CITY 
was suspended for more 
than three hours after 100 
high-school students and 
their parents blocked the 
main entrances to the 
exchange. The demonstra- 
tion had been called to pro- 
test at the method of allocat- 
ing students to schools. The 
protesters refused to let 
stockbrokers and floor oper- 
ators enter the building, pre- 


venting the scheduled 
6.30 am start of trading. 

BUENOS AIRES was drift- 
ing lower at the opening as 
investors awaited further 
details regarding a legisla- 
tive package intended to 
trim the budget deficit. The 
Merval index was off 1.38 at 
513-02 at midsession. 

The economy minister was 
due to brief congress today, 
and most commentators did 


not expect the measures to 
be approved until October. 

SAO PAULO was margin- 
ally stronger at midday, but 
analysts warned that inves- 
tors were awaiting a meeting 
of the monetary policy com- 
mittee meeting which was 
due to set September's basic 
interest rate of the central 
bank. 

The Bovespa index was up 
243 at 63,614. 


ASIA PACIFIC 


Nikkei firm as Bombay improves 2.7% 


Tokyo 


EMERGING MARKETS: IFC WEEKLY INVESTABLE PRICE INDICES 


Dollar terms 


Local currency terms 


Market 

No. of August 16th 
stocks 1996 

% Change % Change 
over week on Dec W 

August 18th 
1996 

% Change % Change 
aver week on Dec *95 

Lettn America 

(240) 

534.49 

+1 3. 

+133 




Argentina 

pi) 

805.34 

-2.0 

+0.5 

493,45439 

-2.0 

+04 

Brazil 

(68) 

370.61 

+1P 

+21 A 

1,40433 

+13 

+263 

Chile 

(43) 

714.79 

-1.5 

-4.5 

1,178.54 

-13 

34 

Colombia 1 

(IS) 

590.53 

-6.1 

-13 

1,09236 

43 

+4.1 

Mexico 

(66) 

558.38 

46J] 

+233 

1 ,80044 

+4 A 

+19.6 

Peru* 

pi) 

219.08 

-1.9 

+11.1 

330.15 

-1.8 

+183 

Venezuela 4 

(5) 

404.04 

-0.4 

+473 

5,387.53 

-03 

+1064 

Asia 

(632} 

24SJ29 

-1 JO 

+43 




Chine 1 

(34) 

60.38 

+2.6 

+11.6 

6330 

+23 

+114 

South Kama* 

(145) 

103.60 

-2J 

-183 

11030 

-13 

-133 

Philippines 

(35) 

304.55 

+0.7 

+173 

38543 

+0.7 

+173 

Taiwan, China* 

(83) 

142.62 

-1.1 

+20.7 

147.46 

-1.0 

+273 

India 7 

(76) 

89.46 

-3.5 

+113 

113.10 

-as 

+12.7 

Indonesia* 

(44) 

106.86 

-2.B 

-2-6 

136-07 

-2.7 

3,1 

Malaysia 

(123) 

310.70 

+0.1 

+14.6 

26836 

+03 

+123 

Pakistan* 

(35) 

238.61 

-3.5 

-1.7 

386.05 

3.1 

+24 

Sn Lanka" 

(5) 

94.56 

-0J 

-9.1 

115.12 

+04 

43 

Thailand 

(72) 

298.42 

-3.7 

-20.6 

299.65 

33 

-20.3 

Euro/MW East 

(238) 

130499 

-241 

-73 




Czech Rep 

(5) 

73.04 

+0.5 

+21.7 

64.99 

+0.9 

+223 

Greece 

(47) 

242^44 

+03 

+0.4 

39136 

+1.1 

+1.1 

Hungary" 

(8) 

188.75 

*3.2 

+713 

307.19 

+8.9 

+69.8 

Jordan 

(8) 

169^0 

+0.5 

-8.3 

253.15 

+03 

-63 

Poland* 

122) 

679^9 

-0.4 

+59.4 

1,173.65 

+0.5 

+773 

Portugal 

(26) 

132.51 

+0.1 

+143 

13939 

+0.7 

+173 

South Africa" 

163) 

209.74 

-3.4 

-18.7 

197.15 

3.0 

+15 

Turkey’* 

154) 

131.71 

-6.7 

+26.1 

5329.45 

34 

+783 

Zimbabwe" 

(5) 

368.47 

+0.5 

+343 

541.85 

+03 

+43.7 

Composite 

(1118) 

2MP9 

-0.7 

+53 
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The Bucharest stock exchange has offered free listing for the first 10 companies 
to be privatised under the country’s mass privatisation programme. The offer 
was made earlier this week In an effort to generate fresh activity on the 
exchange: over the last two months turnover has rarely exceeded 100m lei (some 
$33,000). against 500m lei earlier in the year. 

The authorities said on Tuesday that commissions on listing will be waived for 
the first 10 companies to seek a bourse quotation before October 30. 


the first io companies to seek a bourse quotation before October 30. 

The exchange, the country's first for 50 years, opened last November with six 
stocks, and now trades shares in 13 companies. Under a mass privatisation 


programme stakes of up to 60 per cent In some 4,000 state companies were 
offered in exchange for coupons and vouchers. 

Brokers have said that the main reason for the market’s disappointing perfor- 
mance has been the absence of major institutional investors. 

The effort to rerive trading also seems to be a bid to counter expected competi- 
tion from over the counter trading, which is due to become active later this year. 
The OTC market has been developed under a $20m capital market project run by 
the US Agency for International Development, and offers a means to trade the 
large number of mass privatisation shares. 


Interest rate concerns 
receded and shares rose, 
with volume recovering to 
over 300m shares for the first 
time in eight trading days, 
writes Emiko Terazono in 
Tokyo. 

The Nikkei 225 average 
rose 148.01 to 21,275.02 after 
moving between 21,215.43 
and 21,391.08. 

Volume was 34 lm shares 
against 252m. The Topix 
index of all first section 
stocks rose 11.06 to 1,605.92, 
and the Nikkei 300 by 2.10 to 
298.62. Advances led declines 
by 663 to 323, With 193 
unchanged. 

In London, the ISE/NDckei 
50 index rose L42 to 1430.20. 

Although volume recov- 
ered, traders said most j 
investors were now focusing 1 
on next week’s release of the , 
Bank of Japan's quarterly 
survey of business confi- 
dence. 

Large capital steels and 
shipbuilders advanced on 
buying by investment trusts 
and pension funds. Kawa- 
saki Steel rose Yll to Y38Q, 
Nippon Steel by Y8 to Y326 
and Mitsubishi Heavy Indus- 
tries by Y9 to Y904. 

Green Cross, the drug 
company, plunged Y37 to 
Y501 as Osaka prosecutors 
raided its headquarters in 
connection with a lawsuit 
filed by the family of a man 
who died of Aids after being 
injected with blood products 
contaminated with HTV.. 

Financials were higher as 
the US decision to maintain 
interest rates helped calm 
domestic interest rate con- 
cerns. Yasuda Fire and 
Marine Insurance was the 
most active issue of the day, 
rising Y9 to Y759, Industrial 
Bank of Japan gained Y40 to 
Y2.330 and Fuji Bank added 
Y40 to Y2.020. 

In Osaka, the OSE average 
rose 184.66 to 22^11.87 In vol- 


ume of 68.2m shares. Nin- 
tendo, the video game 
maker, which fell heavily 
last week on fears of a down- 
ward revision in earnings, 
lost Y240 to Y6.800. Traders 
said investors were con- 
cerned over the sates of the 
company’s new 64 hit com- 
puter game. 


Roundup 


Institutional buyers stayed 
in the BOMBAY market and 
equities recovered another 
2.7 per cent. The BSE 30 
share index closed 90.16 
higher at 3,406.22. There 
were stories in Delhi that 


the finance minister, Mr P. 
Chidambaram , might recon- 
sider the 1&9 per cent mini- 
mum tax on companies pro- 
posed in last month's 
budget. 

BANGKOK put on another 
2 j 2 per cent as the domestic 
support fond combined with 
Japanese institutional buy- 
ing of lar ge-ca pitalisation 
stocks. The SET index ended 
23.62 higher at 1,098.03 in 
turnover of Bt5-lbn. 

HONG KONG’S HSBC 
Holdings and Citic Pacific 
both hit record highs as the 
Hang Seng index rose 15449 
to 9,831.04. HSBC dosed up 
HK$2 at HKJ136 and Citic 


Pacific made 50 cents to 

HK$8&20. 

SHANGHAI took advan- 
tage of an investment pro- 
gramme worth Yn98.7bn 
planner! for Pudong province 
aver the next five years. The 
B index rose 2 per cent to 
52A2. 

SINGAPORE'S second lin- 
ers led a gain as the Stra i ts 
Times Industrial index rose 
31.79 to 2, 155 A0 in high vol- 
ume of shares. Guth- 
rie, the prope r t y group, rose 
5% cents to 70 cents as aa an 
old takeover rumour resur- 

faccdr 

KUALA LUMPUR was 
lifted by renewed Institu- 


tional buying of Malayan 
Banking and other blue 
nfiipa. The KLSE composite 
index rose 17.38 to 1,122.82. 
Maybank jumped M$1.4Q to 
M328.90 on higher-til an-ex- 
pected earnings. 

TAIPEI concentrated on 
shipping stocks, a day after 
fihina issued rules governing 
direct shipping links with 
the island. The weighted 
index gained 120.34 at 
6,177.78 in turnover of 
T$42.4bn. Yang Ming Marine 
soared T$L8 to T$37E after 
the company signed a joint 
slot exchange agreement 
with China's China Ocean 
Shipping Global Co. 


Stel S.A. 


A wholly owned subsidiary of 


Rea Gold Corporation 


American Resources Corporation 
US$25,000,000 


Gold Denominated Project Loan Facility 

To finance the -development and construction of the 
San Gregorio Gold Project in Northern Uruguay 


FT/SAP ACTUARIES WORLD INDICES 


The FT.-SSP Acturwra world Indtcea ere owtod by FT-SE Imimatlanal Urmtod. Goldman. Sacha & Co. aid Standard & PooTa. Tha Indteaa am ujmp la d by FT-SE 
imamaicnaJ ana Standard S Poor’s tn conjunction wfth Uv» Faculty of Actuation and tho InatJtutfl at Actunrlao. NatWaM Sacumaa Ltd. m ■ co-fomfor of the Indcas. 
NATIONAL AND 
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Arranged by 

Endeavour Financial Corporation 
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Shiraz Sidhva reports on the national mood as New Delhi faces wide condemnation abroad 


Ieng Sery’s call to take part 
in 1998 elections is rejected 


I ndian Prime Minister 
H.D. Deva Gowda's pep 
talk to nuclear scientists 
at the Bhabha atomic centre 
near Bombay yesterday was 
very timely. 

For friend and foe across 
the world roundly criticised 
New Delhi for its decision to 
block, in Geneva on Tues- 
day, the adoption of a draft 
Compre hens ive Test Ban 
Treaty (CTBT) and to pre- 
vent its passage to the 
United Nations General 
Assembly for endorsement. 

India’s nuclear establish- 
ment has never felt so under 
siege - nor so Yet in 

spite of worldwide condem- 
nation, there is a remar kab le 
consensus in India on the 
nuclear issue. 

Yesterday New Delhi 
brought out the big political 
guns in a powerful rebuttal 
of the international criticism 
- from Pakistan, which 
the decision exposed Delhi’s 
“nefarious designs’*, to tradi- 
tionally friendly states such 
as Japan and the US, which 
expressed deep regret 
Mr Deva Gowda-told scien- 
tists at Bhabha - where he 
attended ceremonies mark- 
ing the 40th anniversary of 
Apsara, India’s first nuclear 
reactor: “There is no ques- 
tion of yielding to pressure.” 


The nuclear stumbling blocks 



® India :..iys tii,;- (Vopci-od tronty 
cry„l.illicc*i the intqujlily between current 
hoMr-i', cf nuclear v/c;;;poni, and tin- re-fit 




• India the tn-.ily d sen net pre-n; the 
d«*c!.:rtrtJ nuclear vvoap'^ns tiller, enough to 
•■vor« lOiv.-Kil--. nucieor dir.-irm.iiT-.c-:>!. in 
return toi the ictit ot the vvoriti'd .:ur cement 
not to t'.>v.t atomic fcombt;- 




• Ir.di.i |K,.nl:, to It:. Iijr.n-.H-Iirniecl 
neighbour :. - Chinn and Ruor.io - ansi 
iiuclc-.ir-oiip.iblc P.it.irtijii. 


• Biit.iin. Ru:;:;:.i ;md CI111-..1 in:;: .t o'l 
countin'-'-, capable c( making nuclear 
•.ve-.iyonn mu'.t '.on !)>,-; CTBT botm; it eai 
conic into icrcc. The; mennr. India, lor.* 


conic into- Icrcc. Thu; mo: inn India, l-,:r.'iOl 
jik! Bakiotan would Ji.ivc- to cigc a-!r>ri(;:;:dc* 
China. France. Rueeia. Britain and the US. 


India exploded a nuclear 
device in 1974 in the Raja- 
sthan desert but sayB it has 
never built the bomb. Suc- 
cessive governments* policy 
has been to retain the option 
to equip itself with nuclear 
weapons if threatened. 

The consensus in India 
that hac been built on *bat 
position has been fuelled by 
a media unanimous - and 
vociferous - in its support 
fear the government position. 
“There is a growing sense 
that India must try to stand 
up against the bullying of 
superpowers such as the US, 
and our government cam- 


paigned against the previous 
Congress (J) kowtowing- to 
pressures from outside, espe- 
cially from the US,” said a 
senior leader of the Janata 
Dal, the core member of the 
United Front coalition gov- 
ernment. 

Ms Arundhati Ghose, 
India’s ambassador to the 
CTBT conference, insists 
that India nothing to 
fear. “Do we have so little 
geif^nnfidenftg? " sho said in 
an interview from Geneva. 

“Our security is at stake. 
Who’s going to protect our 
900m people? No developing 
countries that we have spo- 


ken to say they support the 
treaty." 

Political analysts say that 
India’s United Front coali- 
tion of 13 caste and rural- 
based parties has shown rare 
courage by forming a politi- 
cal and public consensus on 
the test ban issue and effec- 
tively countering pressure 
from the world’s biggest 
powers. 

"I n blo cking the passage of 
the CTBT, India has shown a 
rare diplomatic self-assur- 
ance," said Mr C. Rada 
Mohan, strategic affairs edi- 
tor of The Hindu newspaper. 

“For far too long in the 


recent past, the very mur- 
mur of disapproval from the 
great powers on a particular 
issue often stopped Indian 
policy In its tracks. In the 
last few years, India was 
ready to catch a cold even 
before Washington sneered." 
said Mr Mohan. 

The five declared nudear 
powers - US, UK. France. 
Russia. Hn< i China — which 
perceived the three-month 
old Gowda government as 
too weak to take such a 
tough stand at Geneva, 
underestimated its resolve to 
stick to policies on which it 
has inherited a brood politi- 
cal and public consensus. 

The Issue cuts across 
party lines and politicians of 
all hue believe the treaty is 
“unbalanced and un&ir”. 


A nd though the issue 
is not a natural vote- 
winner, it has struck 
a chord with the public 
when presented in the tradi- 
tional context of Indo-Pakis- 
tan relations. 

It is New Delhi’s concern 
about its neighbours that 
has mostly informed its posi- 
tion In Geneva. Nuclear-ca- 
pable Pakistan is the bug- 
bear China on the eastern 
border, and Russia to the 
north, are both nuclear pow- 


ers. These elements are 
fixed, and so, therefore, was 
India’s position in Geneva. 

As Mr Jaipal Reddy, 
spokesman of the United 
Front government, says: 
“The broader issue of com- 
promising national security 
arises." 

The general message was 
reinforced by Ur Inder 
Kumar Gujral, foreign minis- 
ter, who, speaking in Singa- 
pore, dismissed US criticism, 
saying: “If we start Question- 
ing each other's motives, it 
may be a very dirty scene" 
and denied India was likely 
to resume testing its Agni 
intermediate-range missile 
after a two-year gap. 

Mr P. Chidambaram, the 
finance minister, referred to 
worries that punitive sanc- 
tions aimed at making the 
country sign the treaty may 
follow and said: “I have been 
assured we don't expect any 
economic fallout." 

Mr Stephen Ledogar. the 
US ambassador at the disar- 
mament negotiations, said, 
though it was regrettable, 
India had acted within its 
sovereign rights. “The real 
reason [that India formally 
vetoed the treaty] is that the 
government wants to main- 
tain the Indian nuclear 
weapon option.” he said. 


Pol Pot aide 


in talks for 


political role 


By Ted Bardacke 
in Bangkok 


ASIA-PACIFIC NEWS DIGEST 


Japanese drug 
maker raided 


Deng at 92 casts a long 
shadow for leadership 


By Tony Walker in Beijing 


Japanese prosecutors yesterday raided the offices of 
Oieen Cross, a drug company based in Osaka, on 
suspicion of professional negligence resulting in injury 
and death in connection with the company's sale of 
HTV -tainted blood products. 

The raid by Osaka prosecutors signalled the start of 
criminal investigations of pharmaceutical companies 
involved in Japan’s HIV scandal in which the government 
and five drug-makers allegedly delayed distribution of 
heated blood clotting products. The government and the 
! five drugs makes including Green Cross, and the 
Japanese arms of Baxter of the US and Bayer of Germany, 
reached an out-of-court settlement with those who had 
contracted HtV after using the untreated blood products. 

The government has admitted it knew erf the risks erf 
untreated blood as early as 1983, when safer heat treated 
products became available. However it delayed approval 
of heated products until 1985 allegedly to help Japanese 
companies which had yet to develop methods to make 
heated dotting agents. About 2,000 haemophiliacs 
contracted HIV through untreated products of which 


Mr Deng Xiaoping turns 92 
today but it is mo6t unlikely 
China’s official media will 
make reference to his great 
age, Ms health or his where- 
abouts. China’s patriarchal 
leader has not been sighted 
in public since early 1994 
when he appeared an televi- 
sion barely able to walk 
without assistance. 

But in spite of his frailty 
and hk inmg absence from 
public view Mr Deng contin- 
ues to cast a long shadow. 

China remains in Mr 
Deng’s thrall and bis linger- 
ing departure from the scene 
hag became something of a 
burden for the new gener- 


ation of Chinese leaders. As 
a western official put it: “In 
China, politics is something 
waiting to happen.” 

Speculation about Mr 
Deng's health ebbs and 
flows. Rumours about his 
deteriorating condition cir- 
culate periodically, but he 
continues to survive such 
speculation, although it 
seems unlikely hig health 
will allow him to realise his 
goal of visiting Hong Kong 
after its return to Chinese 
sovereignty on July 1, 1997. 

China’s leader, whose 
career spanned more than 
half a century of wars and 
revolution. Is reported to be 
suffering from Parkinson’s 
disease and other disabilities 


associated with old age. His 
children say he is in reason- 
able health, given his age. 

For his successors, how- 
ever. these are difficult 
moments. On one hand 
they cannot appear too 
assertive since this would be 
regarded as an affront to Mr 
Deng. On the other hand 
they are expected to assume 
a stronger profile as he fades 
from the scene. This 
requires delicate political 
footwork in a system which 
has little time far missteps. 

While Mr Deng may not be 
visible these days, his role as 
architect of the country’s 
economic revolution means 
he Is rarely absent from the 
public mind. China's dra- 



Deng: legacy of economic 
transformation 


matjc economic transforma- 
tion would almost certainly 
not have happened without 
his intervention. 

Although Mr Deng’s career 
spanned war and revolution, 
it is economic change that 
will be most closely associ- 
ated with his legacy. 

Lex, Page 10 


Negotiations between the 
Cambodian government and 
a breakaway faction of the 
Khmer Rouge guerrilla 
group have stalled over a 
rebel request that Mr Ieng 
Scry - former “Brother 
Number Two" to leader Pol 
Pot - be allowed to partici- 
pate in the country's 1998 
national elections. 

Cambodian state radio yes- 
terday said the country's 
two prime ministers. Prince 
Norodom Rannaridh and Mr 
Hun Sen. had rejected the 
proposal, made in negotia- 
tions held over the past 
week in Thailand and near 
rebel strongholds of Phnom 
Malai and Pailin along the 
Thai -Cambodian border. 

Mr leng Scry’, leader of a 
breakaway Khmer Rouge 
faction and a convicted war 
criminal, was deemed partly 
responsible for the more 
than lm deaths during 
Khmer Rouge rule between 
1975 and 1979. A resolution 
outlawing the Khmer Rouge 
and denying the group n role 
In politics was passed by 
Cambodia's National Assem- 
bly in 1994. 

Last Friday. Mr Ieng Sery 
said troops and villages loyal 
to him, making up as many 
as two-thirds of the rebel 
force, had rejected extreme 
Maoist orthodoxy and 
wanted to negotiate their 
incorporation into main- 
stream Cambodian politics. 

Though Khm er Rouge 
troops are confined to 
remote areas and do not 
pose a threat to the govern- 
ment, ending the fighting is 
an important task for Cam- 
bodia's coalition government 
if it is successfully to engi- 
neer an economic recovery 
after decades of strife. 

Almost 60 per cent of gov- 
ernment spending goes on 
defence and security, and 


international donors, the 

source of about lialf of the 
government’s revenue, have 
said a huge reduction in the 
si%e of the armed forces is 
necessary for resources to be 
channelled to more produc- 
tive means. 

The Khmer Rouge are also 
a serious obstacle to legiti- 
mate trade between Cam- 
bodia and its neighbours. 
This is because a planned 
transport link from Bangkok 
to Ho Chi Mlnh City via 
Phnom Penh would pass 
through rebel-held territory 
and the group continues 
hit-and-run attacks on key 
roads linking the capital 
with Cambodia’s leading 
port of Sihanoukvillc. 

Similar attacks have ham- 
pered the removal of mini's, 
efforts necessary to turn for- 
mer battlefields into produc- 
tive farmland. In addition, 
the group controls some of 
Cambodia’s most lucrative 
gem mining and logging 
operations, sources of reve- 
nue the government would 
like to control. 

Analysis say that despite 
the squabble over Mr leng 
Sery. the Cambodian govern- 
ment sees the split as Us 
best opportunity to neutral- 
ise the Khmer Rouge and 
that some form of compro- 
mise will be worked out with 
the splinter group, especially 
as it may need the support of 
the Cambodian army to 
repel expected attacks from 
Pol Pot loyalists. 

“I would be very shocked 
if some Khmer Rouge, such 
as Pol Pot or Ieng Sery- were 
allowed to behave as normal 
political leaders, but the 
younger generation can be 
accepted.” said Mr Sam 
Rainsy. leader of the opposi- 
tion Khmer Nation party. 
“The law outlawing the 
Khmer Rouge should be 
implemented in a flexible 
way. Every Cambodian is 
tired of the war.” 


more than 400 have died. jamm rerazono, iveyo m -+ • m . jr . . -f 

china snub for ukndne Philippine JVloslenis grasp olive branch 

China has cancelled a trfn bv a ton delegation to Ukraine -A. JL ^ ^ -A- 


Errriko Terazono, Tokyo 


China has cancelled a trip by a top delegation to Ukraine 
after a visit to Kiev by Taiwan's Vice-President Lien 
Chan, a Chinese diplomat said yesterday. Taiwan State 
Radio said Mr Lien met Ukrainian President Leonid 
Kuchma. But Kiev denied the report with a vehemence 
that reflected worry over Beijing’s anger. China is 
Ukraine’s second largest economic partner after Russia 
with annual bilateral trade at almost $lbn. Reuter, Kiev 
■ Taiwan’s industrial output rose 1.71 percent 
year-on-year in July after two monthly decli nes , the 
economics ministry said yesterday. Reuter, Taipei 


Australian $ rating revised 


Standard & Poor’s, the US-based rating agency, yester day 
revised its foreign currency rating outlook for Australia 
to positive, from stable, in the wake of the new 
conservative coalition government’s maiden budget on 
Tuesday night S&P said that the change reflected the 
“substantial fiscal tightening implied by the 
Commonwealth Government’s budget statement”. It added 
that it expected Australia’s net public external debt 
burden “could decline markedly" if the tighter fiscal stance 
was Tnafntflinpd over the medium-term. Nikki Tcdt, Sydney 


Sega to curb sex and violence 

Japanese game maker Sega Enterprises yesterday said it 
would ban the use of software depicting sexuall y exp licit 
and excessively violent scenes for its television game 
machin es. Sega, fearing it may lose control over content 
of the software for its game m a chin es, wants to protect it 
and the industry’s image from critics as video game use 
rises in line with the development of more sophisticated 
machines, a Sega spokesman said. Reuter , Tokyo 


F or more than two 
deca de s. Mr Nur Mis- 
uari, leader of the 
Philippine Mores - a corrup- 
tion of the Spanish word 
“moor” - has been a pub- 
licly reviled figure. 

As the leader of the coun- 
try’s Moslem separatists, he 
was the public face of a guer- 
rilla war which had claimed 
100,000 lives since 1972. 

Twelve months ago, the 
likelihood of his meeting 
President Fidel Ramos was 
slim- But this week they 
met, signing a peace treaty 
to end the country’s 24 year- 
old Moslem insurgency. 

For President Ramos, it 
was an opportunity to recall 
his campaign pledge, made 
six years ago, to “unify the 
people". 

Such an achievement 
would rank alongside the 
president’s achievement in 
♦airing Philippines into 
the Asian “tiger" club of fast 
growing economies. 

The settlement could lead 
to Investment in the undev- 
eloped but resource-rich 
region of Mindanao, the 


Powerful outside sponsors improved prospects of 
peace treaty’s success, but the accord still faces 
some internal opposition, writes Edward Luce 


focus of the insurgency. 
Islamic countries, which 
have sponsored the three- 
year talks, have promised 
investment 

The peace agreement 
would give the 5m Moslem 
minority, mostly in Min- 
danao, “interim" autonomy 
and a substantial slice of 
economic control over an 
area covering one quarter of 
Philippine territory. Mr 
Ramos has also pledged to 
hold a plebiscite in three 
years to determine which 
provinces will belong to a 
permanent Moslem autono- 
mous zone with more sub- 
stantial powers. 

However, the deal has pro- 
voked opposition. Militant 
Christians in the southern 
Philippines, where the agree- 
ment wilZ be put into effect, 
have attacked it. Moves by 
the senate in Manila to 
amanH the agreement may 


also cause problems for the 
peace process. 

At the samp time, the deal 
could be stymied by the 
Moro Islamic Liberation 
Front, a more hardline Mos- 
lem rival of Mr Misuari's 
Moro National Liberation 
Front (MNLF), which is the 
sole Moslem signatory to the 
peace deaL The hardliners 
have not yet endorsed the 
settlement 

Officials close to Mr 
Ramos, however, are confi- 
dent that the momentum is 
such that chances of the Mls- 
uari-Ramos accord unravell- 
ing are slim and the official 
signing will go ahead in Jak- 
arta later this month. 

The peace talks were spon- 
sored by the Organisation of 
Islamic Conference, the 18- 
member group of mostly oil- 
rich economies. Much of the 
credit for the accord is attri- 
buted to the close involve- 


ment of outside parties, 
notably Indonesia, Malaysia 
and Brunei, the Philippines’ 
Islamic neighbours. 

Throughout the conflict 
Indonesia and Malaysia con- 
sistently supported Manila’s 
refusal to contemplate out- 
right independence for the 
Philippine Moslems- Both 
have now pledged substan- 
tial investment on comple- 
tion of an agreement. 

Indonesia’s active diplo- 
matic support was crucial. 
As the world's most popu- 
lous Moslem country, it was 
particularly keen to end the 
conflict, not least because it 
has its own separatist prob- 
lems. 

“The fact that the closest 
Islamic neighbours to the 
Philippines refused to sup- 
port the MNLF ‘s separatist 
aims is probably the most 
important element in bring- 
ing a negotiated end to the 


fighting.” said Mr Julius Par- 
renas. a professor at the Uni- 
versity of Asia and the 
Pacific in Manila. 

The chances of the peace 
deal succeeding hinge on 
how quickly Manila can 
attract foreign investors to 
Mindanao. The promise of 
greater foreign and Philip- 
pine state Investment in 
Mindanao is thought to bave 
played a big part in securing 
Mr Misuari's agreement. 

Mining, agribusiness and 
tourist companies from Aus- 
tralia and Asean (the seven- 
member Association of 
South East Asian Nations* 
have pledged to invest in 
Mindanao or have already 
begun to do so. 

The Asian Development 
Bank and Usaid. the US aid 
agency, are already invest- 
ing heavily in improving 
Mindanao's infrastructure. 
The ADB is upgrading the 
international airport at 
Davao City. Mindanao’s capi- 
tal, while Usaid recently 
completed a $U0m (£7lm> 
international airport at Gen- 
eral Santos City, the island's 


second largest commercial 
centre. 

In a boost to its agribusi- 
ness potential a fish-process- 
ing centre was recently 
opened in General Santos, 
while Davao has opened a 
modern abattoir to slaughter 
imported Australian cattle. 
It is also hoped that some of 
the rich pickings in the min- 
eral sector - more than 30 
foreign mining companies 
have applied for gold and 
copper exploration licences 
in Mindanao in the last IS 
months - will trickle down 
to the war-weary Christian 
and Moslem populations. 

“This conflict was never 
going to be concluded by 
fighting," said Mr Ruben 
Torres, executive secretary 
to Mr Ramos, and a former 
classmate and friend of Mr 
Misuari at the University of 
the Philippines. 

“The only way to resolve it 
is to come to a political 
understanding which is 
underpinned by strong eco- 
nomic development. In other 
words the carrot works bet- 
ter than the stick." 


Mannesmann 
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elecoimnunications and Automotive carry marked improvement 


Profits from normal business operations 
rose to DM 338 million 


Incoming orders (+4%) and sales 
(+2%) Increased 


Telecommunications: 

Strategic partnership with DBKom 
2 million 02 subscribers 


Business development at Mannesmann 
during the first half of 1996 was highly 
satisfactory. Sustained success in the 
Telecommunications and Automotive sectors 
was the main factor in the continued 
improvement. 


after-tax result amounted to DM 1 80 million 
(DM 141 million). 


Profits from normal business operations rose 
to DM 338 million (DM 277 million). The 
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With the exception of Tubulars and Trading, 
incoming orders (+4%) increased in ail 
sectors, the consolidated value surging to 
almost DM 3 billion above the external sales 
figure. The latter's increase (+2%) stemmed 
from domestic business, which mainly 
profited from sustained high-level growth at 
Telecommunications (+57%). 


Mannesmann is confident that the favourable 
trend will continue in the second half of 
1 996. We expect that the inclination to invest 
will stabilise on ail relevant markets. The 
Board of Management anticipates that profits 
from normal business operations will be 
slightly up on the 1 995 benchmark figure of 
DM 911 million. 


Copies of the Shareholders' Letter with the 
semi-annual report are readily available from: 


Orders recieved 

Sales 

domestic 

foreign 

Employees (30.6.) 
investments 

Profits from normal business operations 
Pretax result 

After-tax result 


■ 18,400 

15,506 

6,879 

8.627 

120.307 

1,167 


17,749 

15,167 

6,543 

8,624 

123,679 

1,146 
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Mannesmann investments during the first 
six months of 1996 amounted to DM 1.2 
billion (+2%). The rise was mainly 
conditioned by increased requirements in the 
Telecommunications sector. 


Mannesmann AG, Presse und Information 
Postfach 1 0 36 41 , D-40027 Dusseldorf 
Fax (2 11) 8 20 18 46 
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The number of employees at the end of June 
was 3 percent down on last year, at around 
120,300. The decline was largely due to 
changes in the consolidated group’s structure 
but also to adjustment measures. 
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Company ‘disappointed’ but watchdog’s action may have averted appeal 


Gas regulator softens price cuts 


By Robert Corcdno 


British Gas 


Ofgas. the gas industry 
regulator, has softened 
tough price control propos- 
als for the pipeline unit of 
British Gas in a move that 
could avert a long Monopo- 
lies and Mergers Commis- 
sion inquiry. 

Ms Clare Spottiswoode. the 
Ofgas director general, yes- 
terday sought to defuse her 
bitter dispute with the com- 
pany by calling for one-off 
gas transportation price cuts 
of 20 per cent next year, fol- 
lowed by annual reductions 
of 2J» per cent In the follow- 
ing four years. 

That was at the low end of 
her range of possible cuts 
and would mean £28 ($43.68) 
off the average household 

gas bill from next April. The 
cumulative reduction would 
amount to £55 by 2002. 

British Gas said the 
changes were ''disappoint- 
ing". 

The market, however, 
interpreted the Ofgas's as 
conciliatory. British Gas 
shares, which had plum- 
meted on publication of Ms 
Spottiswoode's original pro- 
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Institutional investors yesterday gave a 
mixed reaction to the latest Ofgas proposals 
while TransCo suppliers warned of Job 
losses and feared the price cuts could under- 
mine safety standards in the Industry. 

Mr Steve Russell, director of SLC Asset 
Ma n agem ent - a division of Sun Life of 
Canada - said the stage was set for a com- 
promise. “Ofgas has backed down &om a 
patently irrational starting point and I 
wouldn't have thought there’s room for 
another ctimbdown.” he said. “There is a 
view that if British Gas doesn't go for the 
Monopolies and Mergers Commission refer- 
ral there is more room for upside in the 
share price. Otherwise, with a six to 12- 
month delay . . . the shares could slip.” 


Kir Leslie Robb, managing director of 
Scottish Widows Investment Management, 
said that this was a “more reasonable prop- 
osition from Ofgas from British Gas’s point 
of view but it is still not dear whether 
they’ll accept it or force an MHC inquiry.” 
The shares had rallied slightly but tins was 
from an oversold situation. Dividends 
would still have to be cot. : 

Mr Stephen Hansford, commercial direc- 
tor at Dponor Aldyi, the largest HE pipe 
maker, warned the proposed price regime 
could undermine safety if it led to cuts' id 
maintenance. “There’s going to be an acci- 
dent sometime and someone’s going to get 
hurt A gas leak isn’t like a water leak. 
When gas leaks, it kills people.” - 


posals in May, ended the day 
up 6Vip at 204V*p. in spite of 
Ofgas acknowledging that its 
plan would shave 15 per cent 
off the revenues of TransCo. 
its pipeline monopoly, in the 
first year. 

Ms Spottiswoode said her 
final proposals were “a very 
good compromise". She 
noted that Ofgas had 
“moved quite a long way" 
from the original document 
which had called for trans- 
portation price cuts of as 
much as 28 per cent 

But British Gas said the 


“slightly modified proposals 
are not in the interests of 
shareholders, consumers or 
employees". 

It claimed that operating 
cash flows at TransCo would 
be cut by £350m a year. As 
many as 8.000 to 10.000 of 
TransCo’s 20,000-strong 
workforce could also lose 
their jobs, executives said. 

They would not comment 
on -the likely effect on the 
company's dividend, but 
City of London analysts said 
it would probably have to be 
cut from the current I4.5p a 


share to about lOp-llp, as 
TransCo provides the bulk of 
profits. 

But British Gas did not fol- 
low through on its earlier 
threat to ask for an immedi- 
ate MMC inquiry if. it found 
the proposals unacceptable. 

Mr Philip Rogerson, dep- 
uty chairman of British Gas, 
said be hoped negotiations 
would continue in the six 
weeks that Ms Spottiswoode 
had given the company to 
come up with a formal 
response. “We need to see if 
we can persuade her to 


change her mind," he said. 
Ofgas however appeared to 
rule out any last-minute bap 
gaming. “We won’t change 
anything of substance," said 
Ms Spottiswoode. “This, is 
the final ward." 

institutional investors, 
many of whom . have made 
personal representations to 
Ms Spottiswoode to. pull 
back from her harsher pro- 
posals, gave a reac- 

tion to the latest version. 
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Ambiguity over Emu prompts concern 

The City of London fears it may lag behind other global financial centres 


W hen the Corpora- 
tion of London 
contemplated, two 
years ago, conducting a 
study of the impact of a sin- 
gle European currency on 
the City, it received a sur- 
prising warning. Bank of 
England officials indicated 
that the subject was highly 
sensitive and best left alone. 

But the tables have 
turned. When Mr Kenneth 
Clarke, the chancellor of the 
exchequer, asked the corpo- 
ration - the municipal 
authority governing the City 
- to carry out a similar 
study, the idea was rebuffed, 
this time because the corpo- 
ration itself was worried 
about becoming ensnared in 
a political maelstrom. 

The tale underlies the 
sense of ii»wsg emerging in 
some quarters about the way 


the City is preparing for eco- 
nomic and monetary union 

With the political climate 
leaving the government cau- 
tious about taking a public 
lead, some observers fear 
that London's pl anning is 
being undermined. 

London's problems stem 
from two specific factors 
that set the City apart from 
mos t other European finan- 
cial centres. It has no single 
overarching financial mar- 
kets industry group. Instead, 
it is divided into different 
market niches - each of 
which have different bodies 
overseeing their interests. 

Any sense of unity is fur- 
ther undermined by the dis- 
tinction between UK-based 
groups and UK groups. One 
US banker said: “You c ann ot 
assume that every bank in 
London Is automatically 


guarding the City's interests 
- let alone the UK banking 
sector’s interests." 

This fragmentation leaves 
some observers convinced 
that some form of overall co- 
ordination. is needed to rec- 
oncile different industry 
interests. But this runs into 
the second key problem - 
the background politics. 

Mr Clarke has stressed the 
need for the City to prepare 
itself But the Treasury has 
hitherto eschewed a visible 
role for itself for fear that 
this might antagonise the 
Eurosceptic lobby. This posi- 
tion may now be shifting . 

In recent weeks the Trea- 
sury has written to industry 
bodies .iski ng their opinion 
about the impact of Emu on 
London's competitiveness. 
Also. Emu is likely to be on 
the agenda of the next meet- 


ing of the City promotion 
panel - a body co-ordinated 
by the Treasury. 

But government officials 
remain reluctant to be seen 
“orchestrating" prepara- 
tions. A similar problem 
applies to the Bank of 
England - regarded by many 
observers as the most obvi- 
ous focus for co-ordination. 
The Bank has devoted many 
resources to studying Emu 
and participating at the 
European Monetary Insti- 
tute, the forerunner of a 
European central bank. 

Behind the scenes, the 
Rant pag been closely track- 
ing the City’s preparations: 
next month it will issue its 
second report on Emu. 
intended for the banking 
community. However, the 
Bank believes that it should 
be market institutions, 


rather than governments, 
tha t deal with the business 
implications of Emu. But its 
reticence also reflects a polit- 
ical unease. 

In the UK. the Bank is 
reluctant to stir up the Euro- 
sceptic lobby. Bank officials 
also suspect that in the rest 
of the EU their best chance 
of retaining any influence 
over preparations will be 
through keeping a low politi- 
cal profile. 

But tii e thought of other 
financial centres pressing 
ahead with preparations is 
generating unease. In Paris, 
for example, the Bank of 
France has recently been 
playing a high-profile cole in 
organising Emu-related dis- 
cussion in the French finan- 
cial community. 


Gillian Tett 


Car ‘bans’ 
to reduce 



rejected 


By financial Tunes 
Reporters 


Mr John Gtunxner. . the 

environment secretary, 'yes-. 

ter day rejected calls for 
“Draconian” measures. to 
curb car use. In spite of rec- 
ognising it as a big source of 


urban air^pollntioxi. 

. , Unveiling the govern- 
ment's national air quality 
strategy, which aims to erad- 
icate threats . to . human 
health from air pollution by 
2006, : Mr Gammer said 
increased taxation and mea- 
sures to “ban” cars were 

unlikely to work. Instead, he 
urged individuals to change 
their driving habits and 
talked, of the need to offer 
“alternatives to the car”. 

The strategy, which is to 
be after public con- 

sultation, sets targets to 
reduce emissions of eight 
main air pollutants from 
vehicles and industry. 

It also proposes to give 
local authorities new powers 
to curb pollution from 
vehicles, including tile right 
to stop and fine those found 
to be violating pollution 
standards. Five councils are 
to launch a pilot scheme to 
stop vehicles this year. 

However. Mr Tony Bos- 
worth, air pollution cam- 
paigner for Friends of the 
Earth, t he environmental 
pressure group, said: “Set- 
ting air quality targets with- 
out reducing the main causs 
of air pollution is simply 
pulling the plug out without 
turning off the taps." 

London First, a private 
sector consortium aiming to 
Improve investment in the 
capital, called for tax incen- 
tives to encourage a switch 
away from diesel to 
“deaner" fuels. ■ 

The Society of Motor Man- 
ufacturers . and Traders 
urged the government to 
reconsider .the society's pro- 
posal for a car-scrapping 
scheme to withdraw cars 
aged 10 years and over 
which were unable to meet 
environmental standards. 
This would pay £1,000 
($1,560) to drivers who 
traded in old vehicles. 


i ik- NEWS DIGEST 

Rail users set 
for strike chaos 


Travellers on the 3 ^JSfSSfday weekend as a result erf 
face chaos over the ■ BaI ?L hers the KMT the country s 
Sfhour stoppages by onTuesday. 

largest rail into confusion last 

^ HO a week rise for 

past productivity- , the trade unions on the 

A split also emerged to Aslcf 

London Underground after ^ work . 

voted to back a it _ Lon- 

ing weekas their colteagu^rati* ^ r J£' nU1 unions 
dim Transport has caEfld a meeting Robert Taylor 

today to discuss the situattaD- 

m -p=i fgqmmunicatiqns 

Digital service price cut 


: British Telecommunications 1 ^i3f busi- 

access to the information superhighway for smau^ 
'nesses in a move which could substantially tele- 

market for innovative digital services sochaf hieh 

phony. It announced a family of new charges Jbr 
S£d data service JSDN2 de^edto^^ tosmafi^ 
medium-sized businesses or branch offices of large n, 

* S Theehanges immediately attracted the attention of the 
industry r^^ator, Mr Don C^ cksh ^-^° ““*** 
would be assessing the new prices tothe J “*** 

from ST’S customers and competitors. He pomtea 
out that a number of the UK’s cable operators wertP^ 
paring to enter the ISDN market. Akm Q2 ” 


ECONOMY 


Retail sales fall sharply 


The recovery hi high-street spending was set back last 
month as shops recorded the biggest fall to retail sales 
the beginning of the year. The drop, which followed 
a large increase in June, was bigger than the City expec- 
ted, but most economists anticipate growth to resume, at 
a steady if not spectacular rate. 

The de cline will nevertheless disappoint Mr Kenneth 
Clarice, the chancellor of the exchequer, who is hoping to 
fight the next general election - expected by the end of 
next May at the latest - amid a robust revival to con- 
sumer spending. , , 

But it should strengthen his hand in the tussle with the 
wank of England - the UK’s central bank - over interest 
rates, allowing him to argue more forcefully against a 
tightening of jfaonetary policy. Financial Times Reporters 


EDUCATION 


Exam results allegation 


Head teachers yesterday alleged that published “league 
tables" of wnmiinatinn results had pushed schools into 
withdrawing weak candidates from GCSE exams - those 
taken by most students at the age of 16 - as results 
showed a sharp increase in the n umb er of pupils not 
attempting them John Anthers 


TECHNOLOGY 


S ince the early 1980s 
researchers have been 
looking for “stem cells" - 
the “mother” cells from 
which all human blood is formed. 
Scientists believe they have now 
found their quarry and are pre- 
dicting a wave of new medical 
treatments. * 

The last few months have seen 
a surge of activity on the stem 
cell hunt In February, a US Food 
& Drug Administration (FDA) 
advisory committee recom- 
mended approval for Cellpro's 
stem cell purification technique; 
full approval is expected soon. 
Stem cell purification techniques 
developed by Cellpro and Baxter, 
another US company, are already 
on the market in Europe. 

Stem cells are important for a 
number of reasons. Because they 
are capable of producing every’ 
kind of blood cell - Including 
white blood cells, red blood cells, 
platelets and others - they guar- 
antee the recipient a fully func- 
tioning circulatory system. 

Hundreds or cancer patients 
have successfully received stem 
cell transplants, and trials have 
just begun for treatment of 
severe multiple sclerosis at the 
Medical College of Wisconsin. 

Physicians at the University of 
Nevada have used foetal stem 
cell transplants to cure several 
cases of “bubble boy disease" - a 
condition which causes infants to 
be bom with no immune system. 
Over the next few months 
researchers plan to test stem 
cells in clinical trials for rheuma- 
toid arthritis and lupus at the 
University of California at Los 
Angeles. 

Scientists are hoping stem cell 
transplants con eventually help 
cure a host of genetic disorders 
and viral infections such as Aids. 
And some predict that people will 
routinely freeze their own stem 
cells for future use. “Because it's 
so concentrated, it's a lot more 
practical than storing bags of red 
blood cells." says Curt Civto. a 
Johns Hopkins University profes- 
sor and a pioneer in stem cell 
research. “This could do away 
with blood transfusions." 

Since stem cells make the 
white Mood cells after they have 
been placed in a patient, 
researchers believe they carry 
less risk of being rejected by a 
recipient's immune system in a 
donor transplant. That could sub- 
stantially reduce the incidence of 
deadly graft-vereus-bost-disease. 

Perhaps most important, stem 
cells are in a “purer" state than 
later-generation blood cells. They 
are therefore thought to be 
largely tree of malignancies and 
other defects. This purity forms 
the basis of the most proven use 
for stem cell transplants to date: 
to rcpopulate the circulatory 


A new blood treatment could lead the way to a 
host of medical cures, explains Victoria Griffith 


Mother cells' 


revelations 



■ CNBUSctanca Pho*> Ubrary 

Electron micro graph of immature rad and white blood eaBs in bone marrow, M deriving from one ancestral stem cell 


systems - including the immune 
systems - of cancer patients. 

Two discoveries over the last 
few years have sharpened inter- 
est in stem cell transplants for 
cancer patients. One is that 
extremely high doses of chemo- 
therapy can increase the proba- 
bility of a cure. The problem is 
that those heavy doses can them- 
selves kill by shutting down the 
patient's immune system. Stem 
cell transplants can bring these 
cancer sufferers back from the 
brink of death by replacing that 
ability to fight disease. 

Another finding is that left- 
over cancer cells in the blood 
may play a big role in cancer 
relapse. Breast cancer - for 
which stem cell transplants have 
most frequently been used - is 
believed to be susceptible to lin- 
gering blood cell malignancies. 

"The magnitude of malignant 
contamination is greater than 
was thought just a few years 
ago,” says Christopher Juttner, 
vice president of medical affairs 


for the biotechnology company 
SyStemix. “That is why scientists 
are focusing more on stem cells 
for cancer treatment." 

Because the effectiveness of 
stem cells rests on their “purity", 
debate has focused on whether 
scientists have indeed identified 
the true mother cells. 


M any stem cell purifica- 
tion methods are 
thought to include in 
the final product second- and 
third-generation “progenitor 
cells". Progenitor cells, while 
capable of multiplying quickly, 
may not be able to produce all 
types of blood cells, and probably 
hold greater risk of malignant 
contamination. 

A number of companies have 
come up with cell selection tech- 
niques to isolate stem cells. Most 
- including Baxter, RPR and 
Gencell - rely on antibodies that 
bind to the cells. Baxter covers 
the Surf ace of the antibody with 
charged beads and extracts the 


cells by magnet Cellpro coats the 
stem cells with a vitamin, then 
runs the mixture through an egg- 
white protein for which the vita- 
min has an affinity. 

SyStemix uses a high-speed 
laser system to poll out stem 
cells. Of all the methods. 
SyStemix claims the highest 
purity. However, competitors 
point out that the technique is 
expensive and is difficult to use 
for large batches. 

While the widespread use of 
stem cell transplants to treat can- 
cer patients is probably immi- 
nent, other applications for the 
technology will likely take longer 
to come to market. Autoimmune 
diseases such as multiple sclero- 
sis, rheumatoid arthritis and 
lupus are the next target. Yet 
because of the high risks 
involved in stem ceS transplanta- 
tion, only the most severe cases 
are likely to be treated. 

Stem cell grafting is <wu*nttaiiy 
a refined form of bone marrow 
transplantation. Although the 


operation is far safer than it once 
was, it still kills about 1 to 2 per 
cent of patients “I'd have to be 
very rick before Td want to risk 
this sort of operation," says Rich- 
ard van den Broek, a senior Mo- 
technology analyst at Hambrechi 
& Quist. “You can die from the 
procedure itself" 

It is still unclear how stem 
cells would cure these diseases. 
Some scientists theorise that by 
grafting the stem cells of people 
free of the illness, the patient’s 
Immune system may become 
“normalised". Others believe 
patients can benefit from trans- 
plants of their own purified stem 
cells. 

By using cells to a more inno- 
cent state, those scientists say, 
autoimmune diseases can be cor- 
rected. This theory is based on 
the idea that autoimmune dis- 
eases are triggered by a virus or 
other outside event. Some 
researchers believe, for instance, 
that multiple sclerosis is caused 
by the immune system’s over- 
reaction to the herpes virus. 

The use of stem cell trans- 
plants to cure certain genetic dis- 
orders, and infectious diseases 
such as HTV, is even further 
away. One technique to treat 
Aids, for instance, would com- 
bine stem cell transplantation 
with genetic therapy to create 
T-cells (a type of white blood 
cell). Because gene therapy tech- 
niques are still unproven, how- 
ever, it will probably take some 
time to develop. 

“Some of these applications 
will depend on how quickly gene 
therapy advances,” says Irving 
Wejssman, a professor at Stan- 
ford University and leading stem 
cell researcher. 

Although stem cel! transplants 
are promising in a number of 
areas, they carry significant 
risks. The threat of graft-versros- 
host-dlsease, for instance, has not 
been entirely eliminated. Indeed, 
scientists theorise that ferocious 
rejection may have caused the 
death of a foetus that underwent 
a stem cell transplant at Johns 
Hopkins recently. . 

Despite the challenges, stem 
cell transplants are increasingly 
seen as a promising way to treat 
a host of diseases. With FDA 
approval expected. , for stem ceil 
selection over the next few 
months, research in the area 
could move ahead quickly. 


CORRECTION 


Prestel On-line 


Prestel was incorrectly described 
on the Technology Page of 
August 20. Prestel On-line is an 

active fjnflnej fll info rmation and 
Internet service provider. 


Worth Watching • Vanessa Houlder 



Chocolate 
cravings explained 

Cravings often associated with 
chocolate could be explained by 
its ability to mimic the effects 
of cannabis, according to a 
report in Nature published 
today. 

Scientists at tbe 
Neurosciences institute in San 
Diego, California analysed the 
contents of cocoa powder ■ 
chocolate. They found three 
substances from the 
N-acylethanoIamine group of 
c hemi cals that act directly or 
indirectly on receptors in the 
brain that respond to cannabis. 

- The researchers believe that 
the presence of these 
substances may intensify the 
pleasurable effects of chocolate. 
Alternatively, they may 
combine with other 
components of chocolate such 
as caffeine “to produce a 
transient feeling of well-being'’. 
. Neurosciences Institute : C7S, tel 
619 626 2170; fax 619 626 2199. 


Constant chlorine 
in swimming pools 


Swimming Is one of the best 
forms of exercise, provi ding 1 
good aero bic activity and 
improving muscle tone, unites 
Coral Jones. The only problem 
is that for most people after a 
few minutes in the pool their 
eyes begin to sting; and even 
after showering they still smell 
of chlorine for several hours. 

A company based on the Isle 

of W ight has developed a 
system that controls both the 
pH and chlorine levels in a 
swimming pooL it employs 
eteefrolysis to convert simple 
salt into chlorine, negating the 
need to add expensive 
chemicals to maintain water 
cleanliness. 

By keeping the pH level 
constant at 7.8, the amount of 
chlorine that is needed to 
combat bacteria can be kept to 


a minim nm of 1-1.5 parts per 
million compared with the 6 
parts per million present in 
most public pools where pH 
levels vary between 7 and 8.5. 

Pooltronix (UK): UK. tel 
(0)1983 551551; fax (0)1983 
551550 


Safe computers 
with fibre optics 


The recent surge of computer 
thefts could be prevented by 
securing them with fibre-optic 
cables, according to Toyota 
Tsnsho. a trading arm of the 
TOyota group which is 
marketing the Swedish- 
designed FtberGuard device. 

The device consists of a 
detector attached to a thin 
fibre-optic cable that is 
threaded through tbe chassis of 
the PC and its internal 
components to make a loop. A 
coded light signal is 
transmitted by the detector, 
which is connected to the 
existing alarm system of a 
building. Any attempt to open 
or cut through the fibre optic 
cable in order to remove 
components will interrupt the 
light signal and trigger the 
alarm. 

Toyota Tsusho Europe : 

Sweden, tel 46 8106522; fax 
468207537. 


Software to 
test sight 


Althoug h employees who use a 
com puter screen at work are 
entitled to have a regular sight 
test, many do not bother. But 
much of the time involved in 
visiting the opticians could be 
Avoided by using a 
computerised sight test. 

The Vutest system, which 

was designed by John 

Stoftoman and Andrew Field of 
Shenunan & Associates In 

Northampton, can bo carried 

out by the employees sitting at 
their own desks. 

K consists of a software 
* m, eramnw compatible with 
^ a Polaroid filter that 

pair of Polaroid -over 
spectacles*. The testy are 
capable of measuring the 
sharpness of vision, 

coordination, muscle balance 
andeye movement, and of 
certain defects. 
Sheinman & Associates: 
VKgl <0)1604 26161; fax ( 0)1604 


•TfiTP 
.. *t!3k*4 s 
..«? 4 


-i-.i-ir-r 

i; 




,.M tfYfe 
.rX* 

I- 

> *v 




*wfcl 
‘ft U 
***** 

X* V 

+ f' 



' ll 






FINANCIAL TIMES THURSDAY AUGUST 22 1996 


l 


7 


» 


ARTS 



‘Ruf justice to music 


L ast year the festival 
scored an unex- 
pected success - for 
specialist audiences 
- with two concerts that fea- 
tured the music of the Portu- 
guese composer Emmanuel 
Nudes. Last week, it went an 
to give the belated Bri tish 
premiere of his 1977 Ruf 
(“Shout”, or “Cry*’) with the 
BBC Scottish Symphony 
under Emilio PomArico, anil 
attendant electronics. 

The programme -bo ok 
quoted a number of ecstatic 
reviews, mostly from 1977- 

Back then, at least, this 
almost impenetrable piece 
must have struck intuitive 
chords in eager listeners, but 
cm Thursday it was hard to 
guess which. Long parts of it 
were so loud and dense that 
one could hardly descry any 
salient feature amid the 

roar; other sections were fit- 
fully expressionist. Yet 
another featured a gentle, 
melancholy solo cello, and 
toward the end tiny shards 
from the “Abschied” of Mah- 
ler’s Das Usd van dor Erds 
floated through. 

lacking the ear of fa it h, I 
could hear no musical rea- 
son why Ruf should pass 
from any point A to any 
other point B, though one 
could guess at certain struc- 
tural underpinnings. Perse- 


verance anight bring enlight- 
enment. Besides, Nudes has 
ap p ar ently gone an to new 
phases since Ruf, ahd his 
recent works may cast some 
backward light on it. Per- 
haps after all it is more than 
a Donaueschingen dinosaur 
from the 1970s; on one hear- 
ing, it would be presumptu- 
ous to do anything but 
hedge one's bets. 

The next night Evgeny 
Kissin gave a piano recital 



that was uncontroversially 
cwwntlimal, and a touch vul- 
gar. His official prog ramme 
included only 70 minutes of 
music, though he followed it 
with 11 encores. Superb 
playing in Busoni's inflated 
arrangement of Bach’s 
fmmim Chaconne took the 
curse of bombast off it alto- 
gether; Beethoven’s “Moon- 
light” Sonata glittered, and 
there was a wealth of beauti- 


ful ideas in Schumann's C 
major Fantasy. 

But then Kissin gpt the brt 
between his teeth. Schu- 
mann's mettlesome Toccata 
went so fast that there was 
no time to shape any of it 
and all we heard was a bril- 
liant blur. Ditto in his sec- 
ond encore, Weber's “Moto 
perpetuo", which was so 
madly rushed that its wit 
and c^ arm ' evaporated- The 
Vin n gp cheered him on, but at 
25 now Kisfltn is in the post- 
prodigy stage, and does not 
need to do such things- 

By contrast, Saturday 
morning’s concert by 
Thomas Zabetmair, Heinrich 
Schiff and Till F ©liner - 
Beethoven, Webern and 
Schubert, very Viennese. - 
was all scrupulous, exquisite 
music-making. The main 
walk was Schubert’s B-fiat 
Trio, expounded with the 
utmost tenderness; but Zeh- 
etmair convinced us that the 
B minor Rondo is a deep and 
subtle piece too, and he and 
Schiff took turns playing 
Webern (the tiny Op. 7 and 
11 pieces far violin and for 
cello) with full Beethovenian 
expression. In retrospect, 
this concert will surely be 
remembered as one of the 
festival’s m usical peaks. 

David Murray 


Cinema/Nigel Andrews 

Super-hero into super-hulk 


T he smell of cord- 
ite in the air dur- 
ing Eraser does 
not come from 
the on-screen 
gunflghts. It comes from a 
larger showdown in which 
yesterday’s entertainment 
styles are shot full of holes 
by today’s, as the old gamely 
chases the new like an age- 
ing cop trying to run down a 
street thug. 

The poster hints at the 
antidiluvtanism. There is 
Arnold Schwarzenegger, 
backlit by what seems a 
blend of the London blite 
and Dante's Inferno, aiming 
two monster machine guns 
at the spectator. Oh Arnold, 
we want to cry, that is old 
stuff. We have trad all that 
paramilitary Terminator 
machismo. The world is now 
into computers, natural hur- 
ricanes and vast hut cun- 
ningly a muring ’space inn; 

But how do you teach an 
old Rottweiler new tricks? 
For over a decade this man 
represented bulging overkill 
on screen, back in the days 
when Reagan had ruled and 
every screen hero to be a 
mean and mighty Hollywood 
sheriff. Schwarzenegger's 
neanderthal acting and neo- 
Nazi accent only helped his 
cause. Like a dangerous 
beast he could be kept at one 
remove by the west, or per- 
ceived as being at one 
remove, wbiie he did all its 
geo-political dirty work. 

In Eraser our hero is an 
FBI man trying to keep cor- 
ruption out of the witness 
protection programme. 
Maria-influenced scoundrels 
in Washington - and we 
mean under-secretaries of 
state and the like - are blow- 
ing the cover of the whistle 
blowers, causing the bodies 
of honourable ex-incogniti to 
litter the land. Can Arnold 
save the nation, and more 
specifically beautiful com- 
puter boffin Vanessa Wil- 


liams who stumbled on a 
military secret that points 
straight at the White House? 

The film begins briskly, 
with a suburban shoot-out, a 
nicely Introduced villain 
(James twinkling his 

eyes ami cracking imaginary 
walnuts with his cheeks) 
and a tour-de-force action 
scene in mld-alr. When 
Arnold lands after a spectac- 
ular sky-dive he asks two 
black kids "Where Is this?” 
"Earth. Welcome.” they sol- 
emnly reply. 

After that we are 
grounded in all senses. The 
film bumps along from one 
overblown, arbitrary set 
piece to the next as the 
script asks. "What can we 
throw at Herr Amie next 
that is bigger and meaner 
than him ?" So we go to the 
zoo for some man-eating alli- 
gators (computer-enhanced, 

. and- not very skilfully), to* 
the dories for some cascading 
freight containers, to the 
railway for an oncoming 
Amtrak express. 

The only time we sense a 
real threat to our hero-super- 
hulk, though, is when he is 
in the top-secret military 
technology HQ, mano-a- 
mano with the secret-har- 
bouring computer. Now Tom 
Cruise might handle a con- 
vincing laptop In Mission: 
Impossible. Jeff Goldblum 
certainly does in Indepen- 
dence Day. But Arnold? One 
finger of the Schwarzenegger 
we used to know would have 
smashed three keys impa- 
tiently and simultaneously. 

For we surely treasured 
him for scenes that scoffed 
at cyber-security and its like. 
Such as the moment in Ter- 
minator 2 when a scientist 
could not get his entry card 
to work and Arnold said 
"Hero, use mine”, blasting 
the door down with a shot- 
gun. This scene is reprised 
in Eraser, but someone else 
gets to shoot down the door. 


In sum this is a film 
caught in a nasty interface 
between epochs. Its corrup- 
tion-in-the-corridors-of-power 
plot has a token liberalism 
to befit the age of Clinton In 
the White House and Gris- 
ham in the bookshops. And 
its cyber-consciousness bows 
to the cerebral lnterconnect- 
ness of the Net world. Yet Its 
violence tries to be the old 
one-man - or one-caveman - 
show of Commando, Preda- 
tor and Red BeaL The next 


ERASER 

Charles Russell 


THE LAST 
SUPPER 
Stacy Title 


THE PEREZ 
FAMILY 
; Mira Naur 


ORIGINAL 

GANGSTAS 

Larry Cohen 


Arnold film will have to 
reassert some serious magic 
if we are not to issue the 
once great icon with this 
movie's own catchy valedic- 
tion: “Smile, you've been 
erased.” 

★ 

The Last Supper is a small 


And Old Lace crossed with 
Rope and you will envisage 
the weird but tensile plot 
fabric in which victims are 
trussed as they are wined, 
dined and, not to clrcnmlo- 
cute, killed. 

Each is a “controversial” 
dinner guest Invited by a 
household of five Iowa stu- 
dents to air intolerant views 
over successive Sunday din- 
ner. No one gets further 
than the carefully medicated 


dessert wine, which ensures 
them a swift passage to the 
tomato patch in the back 
garden. Those who resist the 
wine are offered an extra 
item of cutlery, in the back. 

Dan Rosen’s ingenious 
script airs every high-volt 
topic in the modern west, 
from racism to homophobia 
tO rellgiOUS ftinri«mpntati«wv 

As the top cameo players 
flex their bigotries (Bill Pax- 
ton. Charles Doming, Ron 
Perlman), the dialogue 
crackles with tension, until 
the discharge in violence 
malrtm us feel as guilty and 
conniving as the students. 
Their own rainbow-coalition 
representativeness - a black 
(Courtney B. Vance), a Jew 
(Jonathan Parmer), a Wasp 
(Ron Eldard), a prim bru- 
nette (Annabeth Gish), a 
hedonistic blonde (Cameron 
Diaz) - makes the “game” 
they play seem even more 
slnisterly, mischievously 
schematic. 

Only one question, from a 
dim critic exasperated by 
our age of trendy camera- 
centrism. Why Isn't writer 
Rosen included in the press 
handout? We get the Inside 
leg measurements of every- 
one else from the director to 
the came raman and produc- 
ers, but nothing at all about 
the man who thought It all 
up in the first place. Maybe 
the next guest at the Iowa 
killer caucus's Sunday din- 


* 

"I ham like Cuba,” exclaims 
the girl with the overdone 
Spanish accent, “used by 
many, conquered by none.” 
Marisa Tomel certainly does 
ham like Cuba in The Perez 
Family. Indeed she could 
ham for Cuba, in the Olym- 
pics. As this jangling, senti- 
mental movie from Mira 
Nalr ( Salaam Bombay) fol- 
lows her and other refugees, 
landing in Florida after 


being thrown out by Castro 
during the famous Mariel 
boathft of 1980, the screen 
beats up with "exotic” col- 
ours and the music track Is 
like being attacked by gui- 
tarists in a cod-Latin restau- 
rant. 

Alfred Molina brings a 
brave restraint to his 
bearded ex-political prisoner, 
who falls for Tomel despite 
her determination to be a 
walking, singing, dancing , 
weeping Life Force. (“Once 
more, dear, with a little less 
feeling”). And in the Miami 
hinterland Anjelica Huston 
cracks a noble lisp as Mol- 
ina's sundered ex-Cuban 
wife, cueing plot two: will 
they, won’t they, be 
reunited? 

But being restrained in a 
ffim uicp this is iiirn being a 
conscientious objector in a 
world war. You are outnum- 
bered, outvoted, outlawed. 
Around you swirl the sweet 
but malicious urchin, t be 
funny old grandpa who 
strips naked to climb trees 
(funny the first time, but the 
fourth?) and the swirling 
antics of Miss Tomel. who 
has been uncontrollable ever 
since winning an Oscar for 
My Cousin Vinny. Can these 
statuettes be recalled, pend- 
ing serious and honourable 
attempts to re-deserve them? 
★ 

Original Gangstas, as well as 
restoring dyslexia to movie 
titling, restores to us a 
bunch of ageing black super- 
heroes. Fred Williamson, 
Jim Brown, Ron O’Neal 
(.Superfly). Richard Round- 
tree (.Shaft) and others con- 
verge an Gary, Indiana, to 
declare war on the violent 
street gangs that were 
started (as their characters 
autumnally Ironise) by 
themselves. In short - but at 
90 thick-eared minutes not 
short enough - it is “The 
Magnificent Seven Take Up 
Urban VlgUantism”. 


but beautifully formed black ner could be a nice, juicy 
comedy. Imagine Arsenic auteurist 


A day on the Fringe 


T he Fleasance is 
easily the most 
convivial of 
E din b ur gh Festival 
Fringe venues, except on 
weekend evenings when it 
comes to resemble one of the 
jazzier circles of Dante’s 
HeU. 

However, at midday my 
heart sank at the opening 
sequence of Ryder (until 
Angnst 3D- Too many shows 
here have parodied this 
physical, "atmospheric” 
style already for it to be 
taken seriously now. But 
half an hour later, I realised 
I had been seduced: skflftal, 
almost-ltnear, post-student 
version of Djtma Barnes’ 
novel of amoraHty employs 
a range of presentational 
strategies, none as 
hackneyed as the first had 
been. At least 20 minutes 
too long, but it iwinkma 
far an amiably disparate 
ramble. 

Later, at the Pleesance 
Over The Road, I went to 
Oblomov (until August 24). ~ 
The Gambler was one of last 
year’s smaller-scale Fringe 
find*- The same team’s take 
on Goncharov's novel drags 
bis slothful protagonist Into 
1990s media-darling London, 


and is tailored for lead 
actors Dan O’Brien and 
Andy McKay; more fan titan 
their earlier show, but less 
Im pre ss ive as theatre. 

I have been reluctant to 
say as much, but 
Jonathan HoHoway 
seemed to have lost his 
way with Red Shift for a 
couple of years. However, 
Bartleby (Theatre Workshop 
until Angnst 31), an 
adaptation of Herman 
Melville’s novella about a 
living ghost in a Wall Street 
law office, constitutes a 
return almost to prime 
form: stifling and sombre, 
hot nursing a alow-bnnring 
concern with the individual 
psyche amid the temples of 
Mammon. T-jfc* Bartleby 
(Simon Startm), most of ns 
"would prefer not to" be 
digested by the commercial 
beast, but the alternative 
is effectively to cease to ' 
exist. 

After dinner, it was back 
to ihe Fleasance Over ‘Hbe- ■ 
BnaH far Scott Ccp tt HO — 

The Doctor Is On, (until 
August 2 6) which is a 
marvellous blend of the 
appro aches of gay San 
Francisco comedian 


Ceparro’s last two outings, 
the autobiographical 
Risk-Gay (1994) and last 
year’s conventional stand-op 
set. 

Pretending to be a 
Californian radio 
psychologist allows him 
both to work the audience 
and to insert scripted 
segments which are at times 
remarkably touching, 
showing that beneath the 
girfn af the consummat e 
stage bitch is an insecure 
creature of flesh and blood. 

At midnig ht Geno 
Washington: Cut Loose And 
Smgbt’ The Shies, 

(Assembly Rooms Mon-Thor 
until Angnst 29) provided 
unabashed enjoyment. The 
soul genius is still in fine 
fettle, although lumbered 
with an undistinguished 
backing trio - never trust a 
gui t ari st who doesn’t wear a 
T-shirt beneath his 
dun g arees. Washington is 
mare liberated on R&B 
numbers than when 

standards, but anyone who 
can scream up a storm 
daring “Gloria” is all right 
in my book. 

Ian Shutdeworth 


Comedians picked for the Perrier 


T he shortlist for the 
Perrier Award for 
the best comedy 
performance on the 
Edinburgh Fringe was 
announced yesterday. It was 
totally predictable, seeming 
to confirm that comedy is 
best left to males in their 
late 20s. 

The six through to the 
final from almost 200 possi- 
bles are: Armstrong and 
Miller (appearing at the 
Pleasance) - offbeat 
sketches put over with 
punch char m; BtH Bai- 
ley (Assembly Rooms) - 
very funny, a fine musician, 
a quick improviser, a star; 
Dominic Holland (Gilded 


Balloon) - un threatening 
observational comedy; Dylan 
Moran (P l easance) - similar 
stuff but prepared to let his 
imagination go ballistic; A1 
Murray (Pleasance) - who 
transforms himself into thp 
bigoted pub landlord of your 
sickest fantasy; and Rich 
Hall (Gilded Balloon) * 
older, American and ironi- 
cal. 

The actual award - £3,000 
and a West End booking - 
means little to these comedi- 
ans who are all well estab- 
lished on the commercial 
comedy circuit. Winning 
might double their booking 
fee but the real attraction 
is the TV and radio offers 


that should pour in. Previ- 
ous Perrier winners include 
Frank Skinner, Jenny Eclair. 
Steve Coogan and Sean 
Hughes, an now established 
media faces. 

It is a pity that this Perrier 
shortlist could have been 
drawn up before the Fringe 
opened its doors - the 
chances of a complete 
unknown coining through 
these days seem remote - 
but all provide some plea- 
sure. I would guess that the 
choice is between Armstrong 
and bfiller and Bill Bailey. 
On achieved potential, Bai- 
ley should win an Saturday. 

Antony Thomcroft 


International 

Arts 

Guide 


■ BAYREUTH 

OPERA 

Bayrauttw FeatspMe Tel: 

49-921 -78780 

• Die Walkure: by Wagner. 
Conducted by James Lewie. 
Soloists include Matthias Hflfle, 

John Tomlinson and Tina Kfberg. 

Part of the Richard Wagner 
Festspieto; 4pm; Aug 23 

EXHIBITION 

Metre Netlonelgaterta Tet 
49-30-2862662 

• Georg Baselitz; large 
netroapectivB exhibition devoted 
to the work of Georg BaseOtz. The 
display Includes 100 paintings 
and 10 sculptures from European 
and American collections; to Sep 
29 


■ BONN 

EXHIBITION 

Kunst- and AurtsSwtgsMto der 
BundesmpubUk Deutschland 
Tel: 49-228-9171200 
• The Great Collections IV: 
Modems Mused. Stockholm; this 


exhibition features approximately 
200 works of modem art from foe 
collection of the Modema Museat 
in Stockholm, beginning with 
examples of early modem art up 
to contemporary art; to Jan 12 


■ DUBLIN 

CONCERT 

National Concert HaH - 
Ceoliraa NdWunto Tel: 
353-1-6711888 

• The Three Tenor Or c he s t r a: 
with conductor Mark Armstrong, 
presenter Kevin Hough and tenors 
Paul Hermessy, James Drummond 
Nelson and NiaH Morris perform 
classics from opera, operetta and 
musical t h e atre ; 8pm; Aug 24 

EXHIBITION 

Irish Mu se u m of Modem Art Tel: 
353-1-6718666 

• IMMA Collection: Figuration: 
this exh&ltion of painting, 
sculpture and mixed media looks 
at a variety o# themes - from foe 
body In action to gender issues, it 
includes works by Picasso. 

Antony Gormtoy and Janet 
Muflamey- Traditional approaches 
to figuration we set alongside 
more distract I nte rpret a tio ns of it. 
representative of foe ric h ness of 
contemporary art practice; to Jan 
1997 


■ HAMBURG 

OPERA 

Hamburgteche Stsat so per Tel: 
49-40*351721 

• St aa tsoper Hamburg: with 
conductor Asher Ftsch perform 
Mascagni’s Cavalleria Rusticana 
oxl Leoncavallo’s Pagilacd. 


Sokxsts include Zampieri, 
Fredricks, Zhidkova and Lima; 
7.30pm; Aug 23 
Musfkhatie Hamburg Tel: 
49-40-346920 

• Tosca: by Puccini. Performed 
by the Hamburger Symphoniker. 
Soloists include Eva Merton. Keith 
Purdy and Juan Pons. Part of the 
Hamburger Opemwoche; 8pm; 
Aug 23 


■ LONDON 

EXHIBITION 
British Museum Tel: 
44-171-6361555 

• 19th century French Drawings 
from the British Museum: in 1965 
art dealer Cfrsar Mange de Hauka 
bequeathed to the British 
Museum 16 choice 19th-century 
French drawings from hils 
collection; to Sept 15. 

OPERA 

Royal Albert Hall Tel: 
44-171-5898212 

• Luke by Berg. Conducted by 
Andrew Davis and perfo r med by 
the London Philharmonic. Soloists 
include soprano Christine Schafer, 
mezzo-soprano Kathryn Harries, 
tenor David Kuebler and baritone 
Wolfgang SchOne. Part of the 
BBC Henry Wood Promenade 
Concerts (Proms): 6.30pm; Aug 


■ LOS ANGELES 

CONCERT 
Hollywood Bowl Tel: 
1-213-850-2000 
• Los Angeles Philh a rmo n ic: 
performance featuring conductor, 
pianist and entert ain er Victor 
Barge; 8.30pm: Aug 23. 24 


EXHIBITION 
Huntington Library, Art 
Collection and Botanical 
Gardens Tel: 1-818-405-2100 
• Landmark In Print Co ll ecting: 
Masterp i ec e s from the British 
Museum: the first exhibition of 
100 prints selected exclusively 
from foe British Museum’s 
collection to travel to the US. The 
show features works spanning the 
history of western printmaking 
from rare 15th century German 
woodcuts to American etchings 
and lithographs of the 20th 
century; to Sep 29 


■ NEW YORK 

CONCERT 

Avery Fisher Hati Tel: 

1-212-875-5030 

• Messiah: by Handei/MazarL 
Performed by the Mostly Mozart 
Festival Orchestra with conductor 
Gerard Schwarz. Soloists include 
soprano Patricia Sehuman, 
mezzo-soprano Nancy Mauttsby, 
tenor Vinson Cole and bass 
Charles Austin; 8pm; Aug 23 

EXHIBITION 

The MetropoBtan Museum of 
Art Teh 1-212-879-5500 

• Studio Glass in The 
Metropo li tan Museum of Art: this 
exhibition of works from the 
museum’s collection exploring the 
Sbxfio Glass movement Is the 
fourth In an ongoing series of 
axhfoMons devoted to 20tfi 
century design and architecture. 
The efisplay features 39 works, 
reveaHng the lull diversity and 
range of forms, colours, subjects 
and techniques. Artists 


represented Include Wilton 
Morris, Howard Ben Tr6, Mary 
Shaffer and Thomas Patti; to Oct 
6 


■ PARIS 

EXHIBITION 

Musfre dArt Modems do la VHe 
de Parte TeU 33-1 53 67 40 00 
• Georges Tony Stoll: the first 
solo-exhibition of this French 
photographer; to Sep 22 


■ RIVOLI 

EXHIBITION 
CasteBo efi Rfvofl Tel: 
39-11-9581547 
• Max Ernst - Sculptures: 
exhibition featuring more than 60 
sculptures - most of them in 
bronze - created by Max Ernst 
from the 1930s through the 
1960s. Abo included are 120 
photographs of the artist by 
contemporary photographers such 
as Man Ray, BUI Brandt, Henri 
Cartier-Bresson, Berenice Abbot, 
Ugo Mules, Frederick Sommer 
and Irvfrig Penn; to Sep 15 


■ SAN 
FRANCISCO 

EXHIBITION 

Caflfomte Plaza of the Legion of 
Honor Tel: 1-415-B83-3330 
• Per gamor r The Telephos 
Frieze from the Great AKac 
exhibition of rare aid renowned 
works of Hellenistic sculpture 
from the second century BC. 
Twelve newly restored relief 
sculptures from the Telephos 
frieze that once decorated the 


interior court of the Great Altar of 
Pergamon are on dfoplay, along 
with 30 other works that help 
explain the original purpose and 
placement of the Telephos frieze. 
Included are statues, fragmentary 
sculpture and architecture of the 
Great Altar, a portrait head of an 
AtiaBd king, and a series of 
portraits on co ins ; to Sep 8 


■ WORCESTER 

concstt 

Three Choirs Festival Tel: 
44-1905-616211 
• BBC Philharmonic: with 
conductor Martyn Brabbins, 
soprano Judith Howarth, contralto 
Sa&y Burgess, percussionist 
Evelyn Glennie and the Festival 
Chorus peribrm J.S. Bach/ 
Stokowski's Toccata and Fugue 
In D minor, De Falla’s B Amor 
Brujo, PJFL Bennett's Spells and 
James MacMillan's Verti, verti 
Emmanuel Cathedral concert, as 
part of the Three Choirs Festival; 
8pm; Aug 23 


■ ZURICH 

EXHIBITION 
Kunethatra ZOrteh Tel: 
41-1-2516765 

• Im KunstSchC exhibition . 
featuring 20th century 
photographs from the museum's 
cofleetion; from Aug 23 to Nov 10 

Listing compiled and suppfled 
by ArtSase The International 
Arts D at abase, Am ster da m, The 
N e ther lan ds. Copyright 1996. 
ABrights reserved. Tet 31 20 
664 0441. E-mail: arttmeeOpLnet 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tontgtrt 

CNBC: 

08.30 

Squawk Box 
10.00 

European h^oney Wheerf 
18.00 

Elnandai Thnes Business 
Tonight 
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Peter Martin 


THE DAY BEFORE YESTERDAY: Reco^idenng 

America's past, rediscovering the p 
By Michael Elliott 
Siinon and Schuster, 320pp> $24.00 




The American challenge 


Big businesses acquiring a presence in the US as part of their global 
strategies often find that the market is much tougher than it looks 


affair 


For most of the past century 
the creation of global busi- 
ness enterprises has been an 
American story. Wltb a few 
exceptions - Shell, Nestle, 
Unilever, the big European 
drugs companies - most 
truly global businesses have 
had their roots in the US. 
Although companies from 
other countries have said 
their products internation- 
ally, they have rarely cre- 
ated proper global business 
systems, with centres of pro- 
duction, research, sales and 
marketing spread around 
the world. 

In the past decade, how- 
ever, the story has changed. 
Japanese and German com- 
panies have started to set 
up manufacturing and 
research operations outside 
their home countries. Com- 
panies from Taiwan and 
South Korea have begun to 
build a global presence. And 
in a string of globalising 
industries, companies with 
ambitions to world scale 
have bad no choice but to 
move beyond their histori- 
cal regional strongholds. 

For many non- American 
companies this poses a par- 
ticular challenge: acquiring 
a substantial presence in 
the US market. The problem 
is oot, as it is in many other 
countries, finding a suitable 
candidate for takeover. US 
companies are always for 
sale at a price; and in most 
sectors there are enough big 
publicly quoted competitors 
to allow an acquirer the lux- 
ury or choice. Munich Re’s 
acquisition or American Re 
last week is just the latest 
example of a large US com- 
pany passing painlessly - if 
expensively - into the arms 
of a foreign suitor. 

The problems come once 
an acquisition is completed. 
History is littered with 
unsuccessful acquisitions of 
US companies: Midland 
Bank's purchase of Crocker 
Bank; Renault's acquisition 
of control of American 
Motors; United Biscuits's 
experience with Keebler; 
Bull's purchase of Zenith. 
And even where a foreign 


company has not stumbled 
into disaster In the US mar- 
ket. it has often failed to 
achieve the smooth Integra- 
tion of Its new assets into a 
global business system. For 
many years both Philips and 
Unilever found that their US 
operations did not live up to 
their objectives, though 
they have since taken steps 
to assert tighter control. 
More recent arrivals in the 
US, such as Sony and Mat- 
sushita, have had similarly 
unhappy experiences. 

Why is it so hard for 
foreign companies to suc- 
ceed in the US? A simple 
reason is that the American 
market is so big that a 
successful US company Is 
almost always a large one. 
Buying your way into the 
US market can thus mean 
doubling the size of your 
company overnight, and 
landing yourself with a new 
subsidiary which is as large 
as the rest of the business 
put together. Regardless of 
nationality, this is a recipe 
for internal tensions. 

A second reason is more 
specifically American. The 
style of US business man- 
agement - tts positive- 
minded, can-do. business- 
school approach - is often 
intimidating for outsiders. 
The temptation is to leave 


managers who so obviously 
know their stuff to their 
own devices, financing their 
aggressive expansion plans 
but otherwise giving them 
their heads. Alas, that is too 
often a recipe for disaster 
heed of the oversight pro- 
vided by their own boards of 
directors, the managers of 
some newly acquired US 
subsidiaries have expanded 
towards the edge of a cliff 
Midland's Crocker. Sony’s 
Columbia pictures and BP*s 
Sohio are all good examples 
of this trend. 

The third reason is that 
the US market is tougher 
than it seems. On the sur- 
face it appears eminently 
accessible: its fashions visi- 
ble on television around the 
world, its business climate 
open and welcoming, its 
consumers anatomised in a 
million analyses and 
surveys. In practice, it is a 
much tougher market to 
compete in than outsiders 
imagine. Well-managed 
foreign companies that 
acquire under-performing 
US operations believe that 
the new subsidiary's mar- 
gins will soon rise to the 
level of the parent's. 

Too late they discover 
that there are good reasons 
why the US business is 
producing poor results - 



ones which cannot be fixed, 
overnight. For example, 
retailing in the US is endem- 
ically less profitable than. In 
Europe, yet European 
acquirers persist in 
believing they are exempt 
from this principle. 

When tnatringr an acquisi- 
tion in the US, the perennial 
question - why are they 
selling? - is particularly rel- 
evant The business-school 
culture in which US execu- 
tives are steeped inculcates 
a strong understanding of 
the company’s market 
value: there are few bar- 
gains to be had. That should 
not deter a company 
needing to build global 
scale; but it does that 
there is less cushion 
between the price paid and 
the company’s Inherent 
value if things go wrong. 

So how can foreign 
acquirers of US companies 
avoid the pitfalls? Several of 
the rules of thumb apply to 
all acquisitions, given extra 
force by the special charac- 
teristics of American busi- 
ness. For example, it Is 
important to take real and 
rapid control of the new 
subsidiary. A purchaser 
usually has a fairly small 
window of opportunity dur- 
ing which big changes will 
be docilely accepted by the 
managers and staff of the 
acquired company. Once 
that has been left 
unexploited, resistance to 
subsequent changes will be 
much greater. 

Taking control is particu- 
larly difficult when a key 
reason for the purchase is to 
take advantage of American 
creativity (as in Hollywood 
businesses) or innovation 
(as in high-technology com- 
panies). The trick is to 
preserve the creativity 
while malting it clear to 
everyone at the new subsid- 
iary that the rules of the 
game have changed. 

A second, more specifi- 
cally American, issue is the 
need to understand the US 
market in some depth at 
head office as well as at the 
new subsidiary. Unless the 
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company’s top managers 
understand the US market 
fully, they will never be able 
to assess the extent to 
which it really is different. 
Without such understand- 
ing, the parent risks farcing 
unwise policy changes on 
the subsidiary, to bring it 
misgmdedly into line with 
practices elsewhere. - or, 
just as bad, accepting 
uncritically the local 
management's argument 
that "things are different 
here”. 

A third way in which for- 
eign acquirers can limit 
their US risks is to integrate 
their new acquisition into a 
proper global business sys- 
tem. That argues for a 
worldwide line of business 
management structure 
rather than one in which a 
giant north American 
region lords it over other, 
smaller, regional fiefs. In 
this, as in other ways, it 
helps to be big: the larger 
the acquiring company, the 
stronger its hand in dealing 
with its new colleagues - 
and the deeper the pool of 
management expertise 
available should the local 
management need to be 
replaced. 

Despite these cautionary 
words, there are many 
examples of successful 
acquisitions in the US - 
including Siemens, BTR. 
and BHP. Some common 
themes that run through 
these stories are patience, a 
strong corporate culture, 
and the willingness to suffer 
through the bad times to get 
things right in the end. The 
creation of global businesses 
will inevitably push other 
companies into US acquisi- 
tions. and many more 
mistakes will be made. In 
the short run, the outcome 
will be windfall gains for US 
shareholders who are able 
to sell out at fancy prices. In 
the long run, the result will 
be the creation of a mare 
balanced world business 
scene, in which an increas- 
ing proportion of the truly 
global companies are based 
outside the US. 


nation of whiners 


The good old 
days are all 
jate'jM&the rage in 
America. Bob 
Bole is ran- 
ning for the 
White House on the part- 
premise that he has seen the 
past and it worked. Bill Clin- 
ton has a book coming out 
called Between Hope and Bis 
torn, while even Ralph 
Nader, whose great years as 
a consumer activist go back 
a bit, is now the presidential 

nominee of the Green party. 

The great virtue of Mich- 
ael Elliott’s well- written 
book, apart from benefiting 
from the fact that he is run- 
ning for nothing; is that it 
offers a clear-eyed and gener- 
ally persuasive analysis of 
the relationship between 
then and now. 

Sometimes it takes a for- 
eigner to see what a native 
cannot. But the love affair 
the British author - for- 
merly Washington corre- 
spondent of the Economist, 
now editor of News- 
week's international edition 
and, as any reviewer must 
state, a personal friend - has 
with the US also shines 
through. 

He begins it with his first 
sight of the not-so-New 
World in 1974, stranded at 
Kennedy airport in New 
York, rescued by a fellow 
traveller student and 
whisked off to a home on 
Long Island where he was 
exposed to a cornucopia of 
Gatsby-esque consumerism 
and to the open-hearted gen- 
erosity typical of so many 
ordinary Americans. 

Yet today, he notes, 
“Americans whine”. For all 
their creature comforts, per- 
sonal freedoms, and limited 
government, “they axe con- 
vinced their life is misera- 
ble". Seventeen summers 
ago Jimmy Carter called it a 
"malaise", and earlier this 
year Bill Clinton called it a 
“funk.” attracting only 
ephemera] attention because 


conventional wisdom now 
states, unvaryingly, that the 
country ia “on the wrong 
track". 

For the author, the 
“golden . age." roughly 
defined as from 1945 to the 
assassination in 1963 of John 
Kennedy, was something 
between an illusion and an 
historical aberration. It was 
a period of relative tranquil- 
lity. Economic growth was 
solid, income and education 
were spreading, the family 
was more nuclear with a sin- 
gle male breadwinner, new 
products and technologies 
were proliferating, and the 
government, and even politi- 
cians, were trusted. 

But that was hardly sur- 
prising for a country emerg- 
ing relatively unscathed 
from a century dominat ed by 
war and imbued with great 
natural and human 
. resources. The illusion of the 
golden age was that prob- 
lems - race and class divi- 
sions, for example - were 
festering- It was also, inevi- 
tably, creating problems for 
ensuing generations to 
resolve, such as showing, 
through education, that a 
woman’s place was not nec- 
essarily always at home. 

Its aberration was that 
American history had been 
mostly turbulent not merely 

as manifested by the Civil 
war but also in the social 
turmoil characteristic of the 
first 40 years of this century. 
The great melting pot did 
have a habit of boiling over, 
not least over the difficulty 
in assimilating earlier waves 
of Immigrants. But' from 
1940-60 the influx, just 3.5m 
people, was the lowest for 
any 20 -year span in a cen- 
tury and was far below 
today’s level. 

One of the book’s constant 
delights is its frequent diver- 
sions from the national and 
general into the local and 
particular. Elliot’s little pro- 
file of Willow Run, the once- 
great car assembly line out- 


side Detroit, says J 

that needs w be about the 
US car industry and the 
decline of the city w.tl. 

which it was synonymous. 

TTiis is, ultimately, a prog' 
matte book. Those contempo- 
rary ideologues on the right, 
who consider the 1960 s to bo 
the root of all modern social 
and governmental evils, will 
find little in it to cheer. 
America, the author agrees. 

may be “a bossily buieau- 
cratic place", stuffed with 
"overlapping nomenklatura 
at federal, state and local 
levels, but this he considers 
a “second order concern", 
simply because a country’ so 
vast and with such 
deep-rooted regional di/Ter- 
ences “still needs glue". 

Thus he finds little merit 
In the the proposition that 
“the demonisation of Wash- 
ington and the deification of 
state and local governments 
can lead to a more efficient 
public sector". That was not 
even particularly evident in 
the golden age. If anything, 
a d ena tionalised domestic 
policy “runs the risk of over- 
government". 

But he concedes, freely 
and accurately, that it has 
been private-sector initiative 
which has transformed the 
country. "The air- 
conditioner," he writes, “did 
as much as any single arti- 
fact to make America a uni- 
fied economic market." 
Starting in the golden age, it 
certainly dragged the south 
into the modern era, radi- 
cally changing everything 
from its productivity and 
industry to its architecture, 
food and drink. Above all, it 
made the region tolerable to 
northern immigrants. Mich- 
ael Elliott, another immi- 
grant, does the same for his 
adopted country. 


The Day Before Yesterday is 
available from FT Bookshop. 
Ring FreeCaU 0500 418 419 
(UK) or +44 181 964 1251 (out- 
side the UK). Free p&p in UK 
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Role for UK at core of Europe 


From Afr Brendan Dormetty 
MEP. 

Sir, Ian Davidson is light 
in “No passing fad", (August 
21 ) to point out that the 
prospect of enlargement is 
at least as important 
in promoting discussion 
about flexibility within 
the European Union as 
anything the British 
government says or does at 
the intergovernmental 
conference. 

Equally, the different 
interests and approaches of 
large and small European 


Union states make the 
application of the traditional 
community method for 
decision-taking particularly 
difficult in the developing 
field of EU foreign policy. 

A distinction needs to be 
made between 
institutionalised flexibility 
within the EU, and t he 
concept of a “hard-core 
Europe”. It is probably true 
that an institutionally 
flexible EU rapidly becomes 
umustainably complicated. 
But it is clear to me that, 
one way or another, a small 


band of European states 
around France and Germany 
will be looking over the 
coming years to reinforce 
their co-operation and 
integration within the EU. 

It will be the crucial 
question of British politics 
over the next 10 years 
whether the United Kingdom 
wants to be part of that bard 
core or not 


Demise of 
vocational 


training 


Brendan Donnelly, 

72 High Street, 

Brighton, 

East Sussex BN2 1RP, UK 


Coverage of conflict in Cyprus 


From Ms YUniH Taki. 

Sir. I am deeply disturbed 
by the British media's 
failure to separate two 
simple facts about the 
benighted island of Cyprus. 

The Turkish Invasion of 
1974 was a violation of the 
territorial space of Cyprus 
which wrought death and 
destruction. 

Simultaneously, for 
Turkish Cypriots it was an 
act greeted as a rescue 
operation given a preceding 
history of serious 


inter-ethnic conflict. 

It is, however, grossly 
inappropriate to conflate 
these two facts in trying to 
understand the recent 
deaths on the Green Line. 

Greek Cypriot protests 
cannot be reduced to acts of 
anti-Turkish Cypriot 
aggression. 

The brutal and ultimately 
barbarous execution of 
unarmed Greet Cypriots 
cannot be rendered as 
the general desire of Turkish 
Cypriots. Yet the British 


media continues to interpret 
the recent events In 
precisely this way. 

Consequently, not only 
does misrepresentation 
occur, but the presumed 
logic of partition is 
surreptitiously reinforced - 
a “resolution" of the conflict 
which few recognise as 
sustainable, let alone 
desirable. 


From Mr Graham HaUett. 

Sir, Your editorial "A 
failed exam", (August 15) on 
the misplaced A-level 
controversy is apt but there 
is a wider problem. 

Far half a century, British 
education has failed in 
vocational and technical 
training for those not so 
academically gifted. 

Under Conservative 
policies the situation has 
gone from bad to worse. 
On-the-job training has been 
nearly eliminated by the 
e x pan si on of university 
education, while the former 
technical colleges and 
polytechnics which used to 
provide vocational courses 
now compete to introduce 
“advanced" teaching and 
research to show they are 
“proper" universities. 

One looks in vain to the 
opposition parties for any 
radical critique of this 
educational monoculture. 


Yionli Taki, 

74 Liverpool Road, ' 
London N1 OQD, UK 


Graham Hallett, 

10 Coed-vr-Ynn, 
Ririwbma. 

Cardiff CF4 6PH, UK 


Facts and myths surrounding ethical investment 


From Mr Steven Burkeman. 

Sir, Leyla Boulton’s article 
on ethical investment 
(Weekend Money, August 17) 
manages to perpetuate at 
least two myths about 
ethical investment in the 
UK. One is that only £ibn 
($l.56bn) is managed, 
according to ethical criteria 
in this country. This ignores 
the many, often 
long-established . ethical 
investors among the 
churches and charities. The 
true figure is probably four 
to five times greater. 

Another myth is the 
notion that there is a 
meaningful contrast to be 
made between "positive" and 
“negative" approaches to 
ethical investment 

There have always been a 
few investors with a special 
sensitivity to certain issues. 
It is now more than 25 years 
since some medical charities 


were embarrassed by the 
disclosure that they held 
tobacco shares. Tbey have 
learned that if they do not 
address this issue their 
ability to raise funds from 
the public will be affected. . 

The movement towards 
what may be termed “broad 
spectrum” publicly 
available, ethical funds was 
founded on a view that the 
ethical requirement and 
financial interests of most 
investors could best be met 
by a mixture of avoiding 
companies whose activities 
cause material damage in 
the world and favouring 
those whose contribution is 
positive. 

In many cases, the issues 
- relating to the nature of 
products and services and . 
the way companies run their 
businesses - are the obverse 
and reverse of each other. 
Thus it is natural to avoid 


companies with a cavalier 
attitude to the environment 
and to favour those that 
address their 
responsibilities. 

The Joseph Rowntree 

Charitable Trust which has 
been engaged with these 
issues in various ways since 
the late 1960s started to 
invest along these lines in 
1975, when it first found 
itself with funds other than 
tts holding in Rowntree 
Ma ckinto sh. 

Our investment policy 
included reference to the 
nature of companies’ 
products, employment 
Practices, good customer 

relations and good 
ncighhourliness. 

The need for similar funds 
available to the public and 
small charities had already 
been identified and, that was 
an issue on which the trust 
and others continued to 


work. This resulted in the 
foundation, with our 
support, of Friends 
Provident’S Stewardship 
Unit Trust in 1994 with a 
substantially similar ethical 
approach. 

While a few single-issue 
funds exist, the public 
ethical market is dominated 
by broad-spectrum funds 
Which combine “negative" 
and “positive” criteria for 
investment selection. 

Few investors who prefer 
to avoid tobacco or arms 
manufacturers would be 
Jiappy to make an exception 
for one with outstanding 
employment practices. 


Steven Burkeman, 
trust secretary, 

TOe Joseph Rowntree 
Charitable Trust, 

The Garden House 
Water End, 

York Y03 6LP. uk 
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Forgiving but 
not forgetting 


South Africa's Truth and 
Reconciliation Commission, 
chaired by Archbishop Des- 
mond Tutu, has been a brave, 
idealistic and high risk venture 
from the start. It has been about 
forgiving, but not forgetting, the 
deeds and misdeeds of the apart- 
held era. 

The idea has been to draw a 
line under some of the acts of 
violence and betrayal commit- 
ted during the past decades of 
civil strife and civil war, by 
bringing them into the open. 
The perpetrators of c rimes com- 
mitted in the name of apartheid, 
or of liberation, should confess, 
and be eligible far an amnesty. 
The victims of such crimes 
should be given the chance to 
tell their stories, and seek repa- 
ration. 

Archbishop Tutu sees his 
commission as a compromise, 
“between those who want amne- 
sia. and those who want retribu- 
tion". If justice alone were 
allowed to take its course, the 
country would be reduced to 
ashes, he said just before the 
commission began. On the other 
hand, the commission Is not 
demanding contrition, but 
merely truth, as a precondition 
for amnesty. 

The risk, of course, is that by 
exposing old wounds, tbe com- 
mission will not help to heal but 
to inflame them. The danger is 
that by bringing crimes into the 
open, tbe demand for retribu- 
tion will be made irresistible. 
Many will argue that those 
guilty of such crimes must not 
escape their just deserts. And 
yet so far the exercise seems to 
be succeeding in its extraordi- 
nary task, of promoting recon- 
ciliation instead of confronta- 
tion. 


Peace prize 

Yesterday Mr F.W.de Klerk, 
the former South African presi- 
dent and National party leader, 
took the stand. When he negoti- 
ated with his successor, Mr Nel- 
son Mandela, to hand over 
power to majority rule.-- an, 
achievement for which he genu- 
inely earned his shared Nobel 
peace prize - he tried to pro- 
mote the path of amnesia, 
rather than retribution. He 


wanted simply to draw a line 
under the past. It was not 
enough for the black popula 
tion, which bad suffered so 
much under the apartheid yoke. 

Mr de Klerk went a long way 
yesterday to recognise that suf- 
fering. and the responsibility of 
his party in causing it. He 
stopped short of a fulsome apol- 
ogy. He admitted that the apart- 
held system had caused 
“immeasurable pain and suffer- 
ing to many-" He expressed his 
“deepest sympathy" to all who 
had suffered, on all sides, in the 
unmiing conflic t 

Underhand operations 

While agreeing that his 
regime was responsible for 
“unconventional methods” In 
defending itself, Mr De Klerk 
insisted that he. as head of 
state, had never authorised 
assassination, murder, rape or 
assault. Others might have 
acted incorrectly, or oversea! - 
ously, he insisted, but they were 
not following orders. 

In the light of what is known 
about the underhand operations 
of tbe South African state, it is 
a pity Mr de Klerk could not 
have gone further. Why did he 
not do more to restrain such 
activities, and to investigate 
them when they were exposed? 
The death toll of political pris- 
oners in police custody and the 
dirty tricks of tbe security for- 
ces remain an indictment of a 
system which pretended to 
observe the rule of law. 

It Is not only the cause of 
reconciliation which would be 
helped by a complete confession 
from tbe leader of the National 
party. It is the fixture of that 
party itself. Mr de Klerk said 
that Its policies today are dia- 
metrically opposed to those it 
espoused before. That is yet to 
be entirely credible. Mr de 
Klerk's apology stopped short of 
complete understanding of 
where it went wrong. 

And yet the former presi- 
dent’s statement yesterday 
wouldJhave been un thinkab le in 
the "very recent past: Mr de 
Klerk said that he knows how 
hard it is to say sorry in public. 
He tried, and he almost suc- 
ceeded. 


Burning up 
the profits 


ie long-suffering shareholders 
British Gas may feel justifl- 
ly anxious about what they 
m. One thing they bought 
th their shares was the 
mopaly right to sell gas to UK 
osumers, with the guarantee 
making a fair return. How- 
ar, when British Gas’s trans- 
rtation and storage business 
s separated off into TransCo, 
i picture became much 'more 
of using. 

n terms of profit and turn- 
er, TransCo is by far the most 
portent part of British Gas. 
counting for almost all the 
rent company's profit and 
out 40 per cent of the cost <ot 
3 to consumers. 

So what precisely are all 
use pipes worth? Estimates 
ry wildly from some £l7bn 
ransCo's figure) to only 
6bn (the estimate of the Gas 
rum, which represent’s 
euisCo's customers). Estab- 
hin g- a proper value for these 
lets is highly important for 
restore because it is the base 
which the regulator calcu- 
es a reasonable return from 
iich the price formula is then 
rived. 

festerday Ofgas published 
lat it describes as “final pro- 
sals” to settle a long dispute 
»r this question. They are a 
n promise compared with its 
rvioos. extremely tough con- 
Itation document issued in 
y, but still much less than 
; company wants, 
rheir effect would be to 
luce transportation charges 
uply from next April, by 20 
■ cent in the first year and 
>n by 23 per cent a year for 
t rest of the five-year review 


1 principles 
figures result from 
ailed argument about 
it to which TransCo 
:e its operating costs. 
• disputes about which 
g practices should be 
srtablish the value of 
s. However a number 
of general principle 

tiould shareholders be 
> a “fair return" on the 
e of tbe assets, depre- 
ording to current cost 


accounting rules? Or should tbe 
return be calculated on what 
they actually paid for the busi- 
ness. namely the market value 
at the time of privatisation? 
Olgas has rightly opted for the 
latter approach, though using 
the 1991 market value. 

This puts the value of the 
assets at £U.7bn, rather higher 
than it suggested in its earlier 
proposal, but weD below Trans- 
Co’s estimate which is based on 
the book value. 

Network renewal 

The second and related ques- 
tion Is who should pay for the 
renewal of the network when It 
eventually wears out in perhaps 
20 or more years. Under 
TransCo’s proposal of full CCA 
accounting, today's consumers 
would be paying substantially 
more than was needed to fund 
present investments. But could 
the company be trusted to use 
that surplus to ensure that it 
will have funds to replace the 
network many years hence? Or 
might it spend the cash on 
directors’ remuneration, fat div- 
idends and silly acquisitions? 

The Ofgas proposal strikes a 
compromise, in effect giving the 
company £100m a year more 
than it needs for current invest- 
ment, but only a quarter of 
what the company says would 
be needed to build up funds to 
replace its pipelines under full 
CCA accounti n g. 

Although Olgas’ s argument is 
untidy, the compromise seems 
sensible in the light of what 
other regulators have been 
doing. Nevertheless the dispute 
with British Gas emphasises the 
need for a more explicit com- 
mon approach to be ■ agreed 
between regulators. This should 
establish how assets are to be 
valued, and the rules under 
which monopolies can expect to 
earn a regulated return on 
future investments. 

A good understanding already 
exists on some of these issues 
and on how to calculate an 
allowable rate of return (about 7 
per cent in current conditions). 
But to maintain public confi- 
dence in the regulatory process 
all the main bodies must be 
clearly seen to be marching in 
step. 


Day of the dish for BSkyB 

The company profits from broadcasting in quantity - and its 
viewers are richer than many realise, says Raymond Snoddy 


BSkyB: a profitable audience 
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Sam Chisholm 




Rupert Murdoch 


T he assassination of 
Israeli prime minister 
YtfahaJr Rabzn hap- 
pened just before 9pm 
UK time on tbe first 
Saturday of November 1995. 
Because it Is a 24-hour television 
news station. Sky News, one of 
the satellite channels of Mr 
Rupert Murdoch's British Sky 
Broadcasting, was able to clear 
its schedule for one of the biggest 
stories of the year. 

The news programme that fol- 
lowed was rough at the edges and 
sometimes hesitant. But the link 
with Sky’s Jerusalem bureau and 
Keith Graves, its correspondent 
who is a former BBC Middle East 
specialist, was kept open. 

Tbe programme flew by the 
seat of its pants, but it was Mid- 
dle East history in the inaking . 
Ten minutes into the programme 
Graves had already manag ed to 
grasp the essential point - that 
the murderer was an Israeli 
extremist not a Palestinian. And 
by continuing to talk to London 
live while listening with one ear 
to Israel Radio he was able to 
report before another 10 minutes 
was up that the “usually reli- 
able" radio station was reporting 
that Rabin was dead. Another 10 
minutes and Sky News had pro- 
duced a basic obituary with 
library clips from his life and 
career. 

The main point is not that tbe 
Sky News reporting was brilliant 
- although it was very good and 
got all the story rig ht - but that 
it was there at alL 
The conventional broadcasters 
issued news flashes, but they had 
schedules to stick to in the form 
of drama and films for the peak 
Saturday evening viewing time. 

When the main Saturday even- 
ing news bulletin came on the 
BBC an hour or so later it was a 
polished and professional effort 
that combined views from every 
relevant capital - Washington, 
Cairo, London and Tel Aviv - 
and an accomplished television 
assessment of the late prime min- 
ister’s life. But it was an hour 
late. 

Sky News, financially one Of 
the least important ingredients of 
BSkyB’s package of channels 
that will soon total 40, is a per- 
fect example of the advantage 
virtually unlimited airtime can 
giva 

In contrast to the traditional 
mixed channels of the BBC, ITV 
or Channel 4 - or ABC and NBC 
in the US - the BSkyB satellite 
television programme service can 
devote entire channels to genres 
that interest its viewers. 

Apart from broadcasting televi- 
sion news without pause around 
the clock, the Sky channels 
transmitted more than 2,000 fea- 
ture films in the past year. In the 
first half of BSkyB’s financial 
year, seven new “channels" — or 
more precisely programme ser- 
vices occupying segments of the 
day - were launched, accompan- 
ied by the usual price rise. This 
autumn 11 new “channels" will 
launch, including seven new ser- 
vices produced in a joint venture 
with Granada Media, part of the 
Granada group chaired by Mr 
Gerry Robinson, also BSkyB 
chairman. They are the television 
equivalents of glossy magazines 
and will cover such topics as 
motoring, health and beauty, and 
homes and gardens. 

On no less than three sports 
channels Sky is adding 1 70 live 
games from the Nationwide Foot- 
ball League to its already exten- 
sive English Premier League cov- 
erage. which this season will 


feature such world-class stars as 
Fabrizio Ravanelli of Middles- 
brough. 

“Sky’s changed the landscape 
of British television. It's revolu- 
tionised sport and it created mare 
than 50,000 jobs," says Mr Sam 
Chisholm, the BSkyB chief execu- 
tive and the man more responsi- 
ble than any other for turning 
the heads of investors and finan- 
ciers as well as football fans. The 
jobs range include installers of 
dishes, manufacturers of decod- 
ers and two customer-service cen- 
tres in Scotland. 

The numbers that sparking the 
greatest interest this week are 
BSkyB's pre-tax profits of £25 7m 
for the year to the end of June 
1996 on annual revenues that 
topped £lbn for the first time. 

During tbe year more than 
900,000 new homes signed up to 
take the total of BSkyB subscrib- 
ers via satellite dish and cable 
networks in the UK and Ireland 
to more than 5.5m. 


But who are the Sky viewers? 
Is Sky. as has often been alleged 
in the past, "council house televi- 
sion?" Is Mr Rupert Murdoch, 
whose News Corporation owns a 
40 per cent stake in BSkyB, get- 
ting even richer by once again 
refusing to underestimate the 
public taste? 

The market research tells a 
very different story. The Sky 
audience is indeed distinctive 
compared with other commercial 
broadcasters but not in the way 
most people expect. 

Sky has a younger than aver- 
age audience and is particularly 
strong in homes where there are 
young children. Children consti- 
tute nearly a quarter of the occu- 
pants in a satellite borne, com- 
pared with 17 per cent in all 
homes. At the other end of the 
age scale only 14 per cent of 
those who receive satellite chan- 
nels are over 55 compared with 28 
per cent of the UK population. 

The economic differences are 


also pronounced. According to 
the RSMB Establishment Survey 
and BARB, the television ratings 
organisation. Sky viewers follow 
closely the marketing demo- 
graphics of the UK population as 
a whole. 

In the UK 46 per cent of the 
population belong to the ABCl 
managerial and professional 
social groups. Among Sky view- 
ers the figure is 41 per cent, a 
figure that compares with 40 per 
cent for Channel 4 and 36 per 
cent for ITV. Sky's share of the 
02 skilled workers group Is 28 per 
cent, compared with the national 
figure of 31 per cent 

Independent research shows 
that the average income in Sky 
homes is £23.145 compared with 
the national average of £20.078. 

Sky Television has benefited 
from tbe fact that two of its most 
successful programme genres - 
sport and movies - are relatively 
classless. The enthusiasm for 
football is reaching into almost 


every social niche, and for those 
who do not like football Mr Mur- 
doch is happy to offer rugby, 
cricket and gulf. 

Golf, in particular, is being 
built up as a BSkyB speciality 
with the attendant commercial 
opportunities to advert iso golf 
balls and clubs to precisely tar- 
geted audiences. 

"It's a £lm business this year 
and will be a £2m business next 
year," says Mr Tony Vickers, the 
BSkyB director of advertising 
and former advertising head at 
TV -am. the UK's first commercial 
breakfast television station. 

Last year BSkyB increased its 
advertising revenues by 20 per 
rent to £11 dm. although advertis- 
ing’s proportion of total BSkyB's 
revenues continues to decline in 
what is increasingly a subscrip- 
tion business. 

Apiirt from heing younger and 
a little more upmarket than aver- 
age Britons, the BSkyB audience 
behaves rather differently in the 
marketplace. On virtually every 
index Sky viewers as consumers 
spend more than the average on 
everything from washing 
machine detergents to baked 
beans. They also like gadgets and 
are more interested than the 
average in trying new products. 
Sky viewers are much more 
likely, for example, to have a 
mobile telephone. 

Earlier this year BSkyB. 
Including satellite channels pro- 
tided by other operators such ns 
Flextorh. took a 10 per cent share 
of total television viewing in the 
UK for the first time. 

A nd according to 
BARB, in the week 
ending August 11. 
total cable and satel- 
lite viewing in 
multi-channel homes reached. 39 
per cent of all viewing for the 
first time. 

Recent research for the Inde- 
pendent Television Commission, 
which regulates all commercial 
television in the UK, found that 
89 per cent of cable and satellite 
subscribers thought they were 
getting a much wider choice of 
programming by subscribing: and 
47 per cent found terrestrial tete 
vision boring and staid compared 
with cable and satellite. 

It is a strong base for Mr Mur- 
doch to embark on his next risky 
venture - extending the present 
4tVchannel choice to between 200 
and 300 channels with the launch 
of digital satellite television In 
the UK in the last quarter of 1997. 

By then BSkyB will have 
moved beyond conventional tele- 
vision to the provision of pay-per- 
view movies and sport on 
demand, not to mention home 
shopping and home banking 
using a sophisticated “black box” 
decoder. This is being designed 
now, complete with high-speed 
modem to link the television set 
via the telephone line with digi- 
tal satellites in geostationary 
orbit over the equator. 

As if launching digital satellite 
television in the UK was not 
challenge enough. BSkyB also 
moved last month on the German 
market in a joint venture with 
Mr Leo Kirch’s Kirch Gruppe. 
The BSkyB investment in the 
venture could easily top £200m. 

This week's results already 
emphasise the power of subscrip- 
tion television in the UK market 
and the financial dominance it 
can bring. With analysts predict- 
ing that BSkyB will have more 
than 9m subscribing homes by 
the year 2000 it is a power that is 
likely to grow. 


• O B S E R V E R ■ 



■ .Britaitfssecond world war 

battle hero, F&M Marshal 
-Bernard Montgomery, never , 
made it in 1945, hot Brigadier 
David Montgomery - a- distant .- 
• relation -r.wfi] rectify the ■ 

- omission i mere five 'debacles 

plater. '■ v ■ - 

’ „V The hrigadier.is sp earheadin g 
h iTndr prtRtif fanlcs from /ffm ' • - 
1 British Army's 7th'Arnwured' 
'Brigade onto polish soft oh 
Septembers. 57 years to the day 
.that Britain declared war cm 
Germany. 

; But wliy Poland^ when the 
British armybasheen canlenttd' 
‘plough uprGeraian fields and - 
/.roads tor so long? Montgomery,' 
the unit’s ■comTmmder, aays that 
" as the environs of Drawsko, a 
former Warsaw Pact training - 

- ground, are less populated" than - 
their equivalents in western _ 
Europe, local residents can be 
.expected to causeless of a loss. . 

, Moreover, its hilly terrain and 
size - 40Q sq km -"make it ; -• 
perfect for war games. 

The cash-strapped Polish 
military, are more than happy to 
rent out the feeattyfor the 

- British army to play soldiers on. 
Indeed, the Poles hop e ft w in 

. "become an annual feature. - 
It's unlik ely the Germans will 
be so pleased. As the brigade 
rombltosiowly across Germany 


towards Poland, grumbles can be 
expected from civilian motorists 
out for a spin on August's last 
weekend. The cavalcade could 
produce the “largest traffic jam 
of the century” says 
Montgomery, displaying the 
kind of blunt honesty for which 
his better-known ancestor was 
renowned. 


Don’t call us 

■ Here’s a tip for tbe unknown 
executive who will shortly fill 
the heir apparent's seat at US 
telephone giant AT&T - the 
position became suddenly vacant 
■ this week with the unexpected 
departure of the company’s 
dynamic president, Alex MandL 
Ceasing harassment of your own 
customers might actually be a 
brilliant sales technique. 

In the free-for-all that is tost ' 

. developing in the US telephone 
market, the favoured method for 
wooing customers is - surprise, 
surprise - the telephone. The 
' result: a barrage of early-evening 
nuisance in-home sales calls 
across the country.. 

AT&T, not content to annoy 
other company's customers, has 
taken to annoying its own as - 
well - most recently, by calling 
them regularly to remind them 
how much money they are 
saving by using its services. 

This kind of thing tends not to 
engender tbe sort of goodwill 
AT&T seems to have to rntod. 


One of Observer's associates, 
pushed to distraction, recently 
issued a promise to one such 
AT&T salesperson: just stop 
calling, and I promise not to 
switch ’phone company. This 
could catch on. 


Battling on at 92 

■ Not coming to your screens 
soon is Battles for dory over the 
Taihang Mountains, a film 

dedicated to the life of China's 
paramount leader. Deng 
Xiaoping, 92 today. 

The film - to call it a mavis 
might imply a degree of 
animation it's believed not to 
possess - depicts Deng as a 
young man in tbe guerrilla war 
against the Japanese in the late 
1930s and early 1940a. The 
People’s Liberation Army 
provided extras, trucks and even 
a few armoured cars. The Deng 
family also played its part, and 
are said to have been generally 
pleased, if less than thrilled with 
certain love scenes - which were 
cut 

Its directors actress Qin Yan. 
who says: “We are treating him 
as a person. We want people to 
feel closer to this man". Chinese 
citizens might be forgiven for 
not feeling terribly dose as 
t hing s stand, having not seen 
Deng in public since 1994. 

But the exercise clearly has 
one important lesson for 
Hollywood: tbe production took 


only six months and cost a 
pittance, the equivalent of Sl.lm. 


Smiling lawyers 

■ McDonald's is not trying to 
wipe the smile oil a Lithuanian 
competitor's face - just the Me 
from its name. Lawyers for the 
giant American fast-food chain 
are currently pursuing through 
the courts the McSmile 
restaurant group, claiming “Me" 

Is a company trademark. 

McSmile. which opened in the 
Lithuanian capital of Vilnius 
before the American giant 
arrived on the scene, is 
contesting the case. “Why 
doesn't McDonald's demand that 
tbe law company, McDonald Will 
and Emery, which is defending 
us in the trial, also drop the 
prefix ‘Me’ from their name?" 
McSmile asks. 


The deep end 

■ Staff at a British sea life 
centre believe they have found 
the toughest goldfish in the 
world - after it was found 
swimming to a display with 100 
piranhas. The courageous carp 
may have been thrown into the 
tank as a prank by a visitor to 
the Great Yarmouth Sea Life 
Centre. It will soon leave its new 
friends for Us own bowl. But 
who's going to reach in and fish 
it out? 



100 years ago 

Whisky and Water 
We fear that tbe prospectus of 
the “Old Bushmills’' Distillery 
Company Limited possesses a 
particularly must)- flavour 
that is hardly likely to appeal 
to tbe City palate. For some 
two years the business has 
been hawked about London, 
but hitherto companies have 
been resolute total abstainers 
when invited to partake of the 
new blend. The distillery com- 
pany has been in liquidation 
for some years, and we think 
this little fact might have 
been worth mentioning for 
the prospectus. 

50 years ago 

Siamese Rice for Malaya 
Broadcasting on the critical 
food situation in South-East 
Asia. Lord Kill earn, British 
special commissioner, paid a 
tribute to the efforts now 
being made by the Siamese 
Government to fulfil its 
obligations regarding rice 
shipments, the failure to meet 
which resulted in last week’s 
cut in the Malayan ration 
scale. Lord Klileara said the 
Siamese prime minister had 
had taken “stern and even 
desperate measures” to 
ensure that S lam lives up to 
her pledged word and 
responsibilities, Enough rice 
was now available In 
Bangkok, and shipping was 
available to move it to 
Malaya. 
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“Without effort , 
a great vision will remain 
just an unfulfilled dream ” 


KAZUO iHAMOU. found" at K t m*J 


FINANCIAL TIMES 
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Branson’s island idyll 
hits planning problem 


By David White in 
Banyalbutor, Majorca 


SPAIN 


Mr Richard Branson's 
ambition to develop the ulti- 
mate in idyllic Mediterranean 

hideaways has hit an unex- 
pected problem over planning 
permission. 

The head of the Virgin air- 
line- to-radio empire is in a 
tense stand-off with a Major- 
can village council - con- 
trolled by a local left-wing 
ecology party - over plans for 
a £20m ($31 .2ml complex. 

The 600-acre site is on the 
island's mountainous 
north-west coast, amid slopes 
covered with pine and olive 
trues and including three miles 
of untouched coastline. 

Mr Branson’s plan is to con- 
vert a mansion on the Son 
Bunyola estate, which dates in 
part from the 16th century, 
into a 60-room hotel. Rooms 
with sea view’s could cost 
about £400 a night, cars would 
be banned, and guests would 
travel around by horse and 
cart. 

The dispute centres not on 
the hotel itself but on houses 
Virgin wants to build in the 
grounds, which Mr Branson 
says would make the project 
economical. A previous conser- 
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vative administration of Ban- 
yalbufar council issued 
licences for the first two 
houses. But the present mayor 
Mr Antoni Mora, a 38-year -old 
bar-owner, has imposed a 
freeze on all new licences 
pending approval of a strict 
new building code. 

Mr Mora says the new urban 
plan would allow no new con- 
struction at all in rural parts 
of the borough. 

Mr Branson said he would 
offer to cut the number of 
houses Grom IQ to five, but is 


threatening to sell the prop- 
erty. Speaking from another 
Virgin paradise, Necker Island 
in the Caribbean, Mr Branson 
said: “If we haven’t got permis- 
sion sorted out In the next she 
weeks, well either put the 
property on the market or turn 
it into a rather nice private 
house." 

The plan for Son Bunyola 

would make It "even more spe- 
cial'* than La Hfiside&da, hin 
property 15 miles along the 
coast at the literary and artis- 
tic haunt of DeiiL 

Prices there range from £150 
to £500 a night, and the guest 
list has included the Princess 
of Wales and pop stars includ- 
ing Sting. Suites at the new 
hotel would he “twice as big", 
said Mr Branson, and most 
would have private pools. 

Already, £3m has been spent 
on buying and cleaning up the 
property. A vineyard was 
planned, and olive groves have 
been re-established. 

Mr Mora - in his jeans and 
sandals a match for Mr Bran- 
son's casual style - was mysti- 
fied by the sell-out threat. “We 
don't understand this. We 
never said we would not 
accept the hotel," he said. 


Shares in 
Finnish 
feed group 
boosted by 
new claim 


By Chris Brown-Hutnes 
In London 


Virgin territory. Page 2 


Shares lure 
by Telekom 


Continued from Page 1 


hopes - private investors will 
be given preference over other 
shareholders in allocations, 
the company said. 

Mr Krdskc also said that the 
1. 5m private Investors who 
had already become members 
of Deutsche Telekom’s share 
information forum, an initia- 
tive designed to publicise the 
issue, would receive preferen- 
tial treatment If they applied 
for shares before the Novem- 
ber deadline. 

Mr Kroske said the shares 
would be listed in New York, 
Tokyo, Toronto and Montreal 
and would be traded on the 
Seaq market in Loudon. The 
company would also list an all 
eight of Germany's regional 
bourses. 


Samsung reopens 
talks to purchase 
Fokker Aircraft 


By Bernard Gray, 
Defence Correspondent 


USAir call 


Continued from Page l 


Boston lo Heathrow. USAir. 
which is applying for routes 
into Heathrow, says it wants 
to re-enter the US-UK market 
under the “open skies” bilat- 
eral air services agreement 
being negotiated between the 
US and the UK - an accord it 
says it strongly supports. 

USAir used to have three 
routes between the US east 
coast and London. 

BA said it welcomed USAir’s 
supj ion for an open sky agree- 
ment between the two coun- 
tries. 


I Samsung, the South Korean 
conglomerate, has re-opened 
detailed negotiations to buy 
the Dutch Fokker Aircraft 
manufacturing company. 

The talks, intended to be 
concluded within the next two 
mouths, may be the last 
chance for Fakker's manufac- 
turing plant, which is rapidly 
working through its order 
backlog following the collapse 
of its parent company earlier 
this year. 

The talks restarted after a 
consortium Involving the Kor- 
ean company failed to win a 
place in a consortium to 
design a 100-seat short-haul 
regional jet for China. 

Samsung has ambitions to 
expand into manufacturing 
regional jets, and with a poten- 
tial Chinese link ruled out. 
Fokker offers access to jet 
technology. 

AI(R). the regional aircraft 
joint venture between British 
Aerospace and the Fran co-Ital- 
ian group ATR. has formed an 
alliance to design a 100 -seat 
regional Jet with Aviation 
Industries of China and Singa- 
pore Technologies, in a group- 
ing which has excluded both 
Boeing and Samsung. 

Development of the aircraft 
is likely to cost about $2bn, 


with a large market predicted 
for the airliner in the rapidly- 
growing Pacific rim zone. 

If the negotiations to acquire 
Fokker are successful. Sam- 
sung is thought likely to retain 
manufacturing of the existing 
Fokker 70 and 100 aircraft in 
the Netherlands. 

The proposed Fokker 130 
aircraft, under discussion 
before Fokker’s collapse in the 
spring, would probably be 
manufactured in Korea once 
development had been 
completed. 

However, time is short if 
Fokker is to survive. The com- 
pany's manufacturing work- 
force has already been reduced 
several times and further cuts 
are likely next month as the 
last batch of aircraft due to be 
assembled are processed. 

Fokker's design team has 
already shrunk to a level 
which might not allow it to 
complete work on the Fokker 
130 project, which is at an 
early stage. Some work on a 
cockpit for the aircraft has 
been done, but new wings and 
engines are likely to be needed 
for the design. 

The manoeuvring by Sam- 
sung and AI(R) could lead to 
two 100-seat aircraft being 
developed for the regional air- 
liner market, perpetuating 
overcapacity in a sector 
dogged by poor profitability. 
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Europe today 


Tho first ol a senes of fronts that 
will import colder air into the 
mainland this weekend will bring a 
mixture of sun, cloud and rain. The 
Be. ^ lux will have sunny periods 
but Germany and eastern France 
will be rather cloudy with rain and 
thunder showers. Western France 
will be fair with sunny periods. 
Most of Spain will be sunny and 
warm but tho north-west will have 
rain. A tow thunder storms will 
develop in Italy. Switzerland will 
hove a lew showers and Austria 
will have sunny periods. Greece 
and Turkey win have a lot of sun. 
except around the Black Sea. 
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Five-day forecast 

A front approaching from the 
Atlantic will bring showers to 
western Europe tomorrow and 
dunng the weekend. Southern 
Scandinavia will have heavy rain an 
Saturday. Austria will also have 
rain. Greece and Turkey should be 
sunny. 


. Skv A- ' 

HIGH J a, 


it 


CoM front Wind apeerf in KPH 


Situation at 12 GMT, Temperatures maximu m tor day. forec a sts by Meta o Consult of the Netherlands 
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The airline tor people who fly to work. 
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Browser bruisers 


Ralsio, the Finnish group 
behind the cholesterol-lower- 
ing margarine. Benecol. which 
sent its share price soaring, 
said yesterday it had discov- 
ered a new dairy cattle feed. 

The formula, if adopted 
throughout the European 
Union, could cut feed costs by 
more than $lbn a year, the 
group said. 

It wo old be the second 
breakthrough in a year for Rai- 
sio, which stepped into the 
international limelight after 
launching Benecol late last 
year. Benecol costs six times 
as much as normal margarine 
but because it Is said to cut the 
risk of heart attacks, It sells 
out virtually the moment it 
readies the Finnish shops. 

Yesterday's news gave a fur- 
ther boost to Raislo's shares, 
-which have soared fivefold 
since last November. At one 
point they were 8 per cent 
higher at FM322. but settled to 
I close at FM3Q0, up FM2_ With a 
| market capitalisation of 
FM4.1bn ($890m), Ralsio is now 
one of Finland's top 20 
companies. 

Raisio said its discovery was 
linked to the role of histidine, 
an gmtnn add, in mtitr produc- 
tion. It said dairy cattle would 
produce the same amount of 
milk if fed, as part of their 
diet, six grammes of histidin e 
as against 1kg of nor mal pro- 
tein feed. The composition of 

Hip milk anri tha heal th Of tha 

animals would also improve, it 
said. 

Raisio estimated the cost 
saving could average FM1 per 
head of cattle per day. “This 
would yield annual savings of 
FM120min the feeding costs of 
cattle in Finland alone, and 
savings of FM3bn to FM5bn in 
the entire EU area,” it said. 

The group is seeking to 
patent the formula. Research 
was carried out jointly by Rai- 
sio Feed and Finland's Agricul- 
tural Research Centre. Raisio, 
which has activities In food- 
stuff, animal feeds and chemi- 
cals, has Finnish cattle feed 
sales of FM25Qm a year, giving 
it more than a third of the 
domestic market 

Mr Michael Finney, analyst 
at Klein wort Benson in Lon- 
don, said: “This demonstrates 
again that Raisio are an 
extremely interesting com- 
pany. But 1 am still waiting to 
be convinced about the cattle 
feed." 

Raisio is planning a rapid 
expansion of Benecol produc- 
tion to meet the surge in 
demand. Tests, backed by the 
New England Journal of Medi- 
cine, showed that daily con- 
sumption of 25 grammes of 
Benecol - the amount spread 
on two pieces of toast - 
reduced total bloodstream cho- 
lesterol by 10 per cent. 


Running fo teacher Is normally a 
sign that one cannot hold one's own 
in a fight. That is certainly so in 
Netscape's complaint to the US 
Department of Justice about Micro- 
soft. Once Mr BDl Gates trained his 
guns an Netscape last December, 
the Internet software pioneer had 
three options: it could out-innovate 

Microsoft; rely on Microsoft’s 
unpopularity to win allies in its 
fight; or complain that it was being 

bullied. The fact that It has chosen 

the last option shows the other two 
are failing. Not only has Microsoft 
largely caught up with Netscape’s 
technical prowess; it has signed up 
allies to distribute its software. 

Mr Gates has certainly deployed 
a ggressi ve tactics In the battle of 
the browsers - for example, giving 
ft away for free and offering induce- 
I merits to distributors to market it 
rather than Netscape’s software. 
But whether this constitutes illegal 
anti-competitive behaviour is 
unclear. Though past anti-trust 
actions against Microsoft have bad 
little success, some at the DoJ 
would probably love to tear a strip 
off it. Still, the fact that Netscape is 
reduced to playing the anti-trust 
card shows how much has changed 
since last year's flotation, when it 
seemingly walked on water. 


US swflaiwi® compario* 


Microsoft 



tive this autumn - to replace the 
governor - will set the tone for the 
Julv 1 hand-over to China. The 
appointment of the favourites - the 
dream team of shipping tycoon Mr 
Tung Chee-hwa. supported by chief 
secretary Mrs Anson Chan - would 
do wonders for local confidence. 
Rumours over this selection should 
become a far greater influence for 
the stock market than Mr Deng's 
health. 


Sons FT final., • . 


confidence. These could be easily 
enough avoided. A small easing of 
the repo rate should curb further 
flows into the D-Mark and bolster 
b usiness confidence, while not caus- 
ing alarm to the bond market. Of 
course, it would also please Ger- 
many's neighbours. But markets 
would in future be unwise to rely 
on such a benign coincidence of 
interests. 


China 


Bundesbank 


The Bundesbank council meets 
today amid fevered anticipation. If 
rates are left unchanged, doomsters 
predict heightened Emu tensions. 
The market's fears are understand- 
able, but misdirected. Concerns 
about the Maastricht process 
extend far beyond anything that 
can be solved at the fortnightly 
gatherings in Frankfurt. Council 
members would doubtless wish to 
be good Europeans, but they cannot 
be expected to resolve the funda- 
mental contradiction between the 
demands of the Maastricht time- 
table and the needs of Europe’s 
economies. That is in the lap of the 
I p oliticians . 

In fact, there are good reasons for 
expecting a mnall cut today. Neither 
German money supply figures nor 
infla tion is a problem, while the 
government's finances are being 
brought under control. Having 
delivered on its primary mandate of 
price stability, the B undesbank is 
also required to support govern- 
ment policy. This involves fostering 
economic recovery in order to help 
lower unemployment. The two 
main threats would be an overval- 
ued D-Mark and falling business 


The suspicious silence accompa- 
nying today’s 92nd birthday of Chi- 
nese patriarch Deng Xiaoping 
would probably have sparked a 
steep drop in the Hong Kong stock 
market a year ago, given recent 
rumours of his death. The differ- 
ence now is that while the architect 
of China’s great reform programme 
is clearly very ifi. the structure of 
those reforms is sufficiently estab- 
lished to outlast him. Moreover, his 
political successors are well 
entrenched, ensuring a relatively 
stable transition under President 
Jiang Zemin - at least in the 
short-term. 

There is a definite consensus on 
the direction of reforms, but even 
the pace has become more certain. 
Mr Deng's strident rallying cry of 
“to get rich is glorious" has been 
diluted into a more measured 
approach to economic management 
And the long absence of Mr Deng 
f rom the political Stage haw damp ed 
down support for his reformist 
princelings, as has the wave of cor- 
ruption that tainted the excesses of 
tiie early 1990s. 

- inde ed, the traditionally apolitical 
Bong Kong has become a source of 
far greater political uncertainty. 
The appointment of a chief execu- 


British Gas 

Amid all British Gas’s huff and 
puff yesterday, it was easy to miss 
the fact that the company has 
secured significant concessions 
from its regulator. Ms Clare Spottis- 
woode has given ground on the 
value of BG’s core pipeline busi- 
ness. how much its capital costs 
and what its operating expenses 
should be The net effect is a pro- 
posed regime that will cut BG's 
prices by about a third less over 
five years than originally proposed. 

Th e big question is whether BG is 
really unhappy or just pret e n d i ng . 
Pretending makes sense: so long as 
Ms Spottiswoode’s reputation as a 
consumer champion is secure, she 
will not be under pressure to 
toughen her stance. But if BG is 
really unhappy, all it can do is com- 
plain to the Monopolies and Merg- 
ers Commission. BG's main gripe is 
that it should be able to depreciate ■ 
the full replacement cost of its 
assets. But given the widespread 
consensus that the assets them- 
selves should be valued 3t a dis- 
count to replacement cost - to take 
account of the fact that they were 
privatised on the cheap - BG seems 
to be on a biding to nothing with 
thia argument. 

If BG does accept the proposals, 
the impact on its shares could be 
positive. True, a cut in the current 
I4ftp dividend looks on the cards. 
But the group could probably pay a 
9 p dividend from the pipeline busi- 
ness and, at worst, maintain it in 
real terms. Putting that, conserva- 
tively. on an 8 per cent yield would 
give a value of I40p. BG's three 
other businesses - UK marketing, 
exploration and international 
operations - could be worth 
another lOOp. Some discount to the 
sum of the parts is natural. But the 
difference between a 240p break-up 
value and the current 204 Vip share 
price shows the scope for improve- 
ment. 


Additional Lex comment on 
building societies. Page 14 


In this world of perpetual change 
there is one constant on which you 
may rely at any time. 



The process of privatization has opened up tremendous opportunities for investment in 
the Croatian economy. 

As the country 's largest bank, Privredna banka Zagreb dal provides the mam support 
for leadmg Croatian companies. Through our weU developed network we are able to 

provide bom a wider and more effective market cover than any other bank in the country. 

In this way, we supply the best service and support for aQ entrepreneurial projects 
associated with the Croatian economy in their concept, organisation, management and 


We are fully cogn i zant of the fact that successful 
business operations demand a sound basis of support 
We stand ever ready to provide that for you. — vA 


ZAGREB HU 


IB 


TO KNOW THE LAND. TO KNOW THE PEOPLE. AND WE KNOW THE BUSINESS. 
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